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H.R.1. extend congratulations to their students and proudly present yet 
another splendid record of First Honours won by them at these recent tests 
— proof that under H.R.I.‘s personal individual method of tuition — 
examination success is assured. 
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A Growing Need ne 
Qualified Accountants 


To ensure a continuing supply of 
adequately trained men in accoun- 
tancy is an especial problem re- 
quiring the co-operation of earnest 
intending practitioners, of efficient 
tutors, and the examining bodies. 


Over the years, methods, tutorial 
material and scope of training has 
been persistently improved and 
aligned to the requirements of 
existing practice and the needs of 
the student. Properly organized 
home-study methods have been 
proved over the years, the most 
efficient, time and money saving, 
with the greatest assurance of 
examination success. 


The provision of comprehensive 
up-to-date instruction in accoun- 
tancy has been the main objective 
of the Hemingway Robertson In- 
stitute since 1897 . . . over sixty- 
five years of dedicated work as 
tutors, research as editors, and the 
enthusiasm that encourages the 
student. Today, by far the majority 
of accountants in Australasia who 
have qualified by public test, 
trained with H.R.I. 


- SYDNEY 
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Techniques 


Accounting and Other Management 


The 1961 Arthur Capper Moore Memorial Lecture delivered by 
Mr. Walter Scott, F.A.S.A., F.C.A.A., at the Assembly Hall, Mel- 
bourne on 28 March, 1961. 


'HE tempo of change affecting busi- 

ness has never moved at a faster rate 
than it does today. The term “the Second 
Industrial Revolution” is largely one of 
the 1950’s. The word “automation” was 
coined just a little earlier. It is common- 
place to hear that more than 50% of 
ingredients used in today’s prescriptions 
were unknown little more than a decade 
ago. According to some experts, 50% of 
all manufactured products today were 
either not made or were not made in their 
present form before World War II. 


The huge sums being spent on research 
and development are ensuring that the 
pace will accelerate. The meeting of the 
four great forces of atomics, electronics, 
cybernetics, and automation means that 
each decade opens up entirely new situa- 
tions for the world at large. Well might 
Albert Einstein write, long before his 
death— 

“Ultimate automation based upon atomic 

power will make our modern industry look 


as primitive and outdated as the Stone Age 
man looks to us now.” 


All these things cannot be expected to 
have their impact upon everything else 
and leave management unaffected. Man- 
agement’s task has never been easy, nor 
has it ever been possible to reduce it to 
terms of easy definition. Today however, 
management’s task is more difficult than 
ever. Machinery and manufacturing 
methods must be modernised under the 
increasing pressure of a competition which 
has become more ruthless and complex. 
Nation is competing with nation, and one 
industry threatening to make another 
obsolete. 


New products must take the place of 
those that have lost their appeal or are 
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likely to lose it, and markets and market- 
ing methods must be adjusted accord- 
ingly. 

The well-organised enterprise is over- 
taking old leaders and the stability of 
every company which fails to adjust itself 
is threatened by the impact of frequent 
changes in conditions and forms. 


Science has in its power today to make 
obsolete any industry almost overnight. 
It has been said truly “No war, no strike, 
no depression can so completely destroy 
an established business or its profits as 
hew and better methods, equipment and 
materials in the hands of an enlightened 
competitor.” 


Continual change in conditions faces 
industry in the shape of new restrictions, 
new materials and techniques and new 
competition. They combine to make 
exacting demands on the entire profession 
of management, which is becoming in- 
creasingly complex. The job of manage- 
ment is and will be larger in terms of 
the number of activities and volume of 
work. It will be broader in the nature of 
its responsibilities, subject to far more 
external influences and pressures than in 
the past. 


Is it any wonder, therefore, that the 
impact of change is changing manage- 
ment itself? For future progress in any 
organisation, new and renewed and better 
procedures and techniques of administra- 
tion must be utilised if the enterp-‘se is to 
feel sure it can hold its place? 


To help in this most exacting task, 
management will look increasingly for all 
the help that it can get. In the main this 
help has come in the form of various 
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tools and techniques. Webster defines a 
technique as “an expert method in execu- 
tion and the technical details of accom- 
plishing something,” and a tool as “any- 
thing which serves as a means to an end; 
the instrument by which something is 
effected or accomplished.” 


Various tools and techniques have been 
formulated to help the manager deal with 
a variety of situations and to accomplish 
his various objectives. They cover every 
aspect of management, finance and ac- 
counting, production, marketing, or per- 
sonnel, and whether concerned with orga- 
nising, planning or measuring. 


It is the objective of this lecture to 
look at the place that accounting takes 
in these techniques, and what its relation- 
ship is to other techniques. 


Accounting as a Technique 


Record-keeping, as apart from account- 
ing, goes back to antiquity. The earliest 
records of accounting appear to have been 
found on clay tablets, evidently used by 
the Babylonians, but they are simply plain 
records of transactions. We are told, how- 
ever, that Tyre and Sidon possessed a 
system of bookkeeping, comparable to 
ours, settling all accounts in a grand clear- 
ing house, with a minimum use of metallic 
money. Aristotle mentions the keeping of 
records in books whilst Xenephon men- 
tions stocktaking. Pliny the Elder also 
mentions this. The brilliant Cicero, in 
defending Roscius an actor, gives us an 
insight into Roman methods of account- 
ing. 

We know also that the Romans had a 
joint stock system and also a system of 
banking, but there appears to be no record 
whatsoever of an accountant or anybody 
who lived in those times who could with- 
out doubt be acknowledged as the fore- 
runner of our present-day expert in ac- 
counts. 


From the earliest times, therefore, ac- 
counting was used as a technique by man- 
agement to help it to manage. There can 
be little doubt that accounting is the 
oldest and most valuable of management 
techniques — first, because of its inherent 
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essentiality, and secondly, because it can 
be used in a wider variety of situations 
than can any other technique. Indeed, it 
is entirely questionable whether manage- 
ment could ever have functioned in 
modern times without accounting. Cer- 
tainly, in today’s complex, multi-dimen- 
sional, difficult, demanding management 
world, accounting is vitally and inextric- 
ably bound up with management itself. 
Money, and the recording of money, finds 
its way into almost every aspect of busi- 
ness. 


Webster defines accounting, in part at 
least, as “the art or system of making up 
or stating accounts; the body of scientific 
principles underlying the keeping and 
explanation of business accounts.” He 
then goes on to speak of “the application 
of such principles in practice” and then 
in drawing the distinction between ac- 
counting and bookkeeping, says: “ac- 
counting explains the results furnished 
by the bookkeeper, and draws the neces- 
sary inferences to the condition and 
conduct of the business.” 


One of the peculiar aspects of account- 
ing is that it is in comparatively recent 
times that the accountant has really em- 
braced the wider vision involved in “the 
explanation of the results furnished,” and 
“drawing the necessary inferences to the 
conditions and conduct of the business.” 


In past times in so many organisations 
(many of them quite large), the auditor 
was responsible for the determination of 
the annual profit figure. Until such time 
as he audited and adjudicated and calcu- 
lated the figures, some months after the 
end of the financial year, the annual 
profit was unknown to the management 
at large. 

It is important to note, however, that 
the emphasis in those days was on the 
past. As management was so often look- 
ing at what had happened, the accountant 
was also concerned with what had hap- 
pened. But in the 1920’s there was a 
movement sponsored by engineers, mark 
you, rather than by accountants, which 
sought to take away the emphasis from 
the past, and place it—where at that time 
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it was felt it should properly be placed— 
on the present. Historical cost account- 
ing had carried om into the 1920’s but 
management wanted its controls brought 
closer to the time of operating. So was 
born the principle of standard costs, which 
sought to put more emphasis upon what 
was currently happening. This is by no 
means the only case where the thinking 
of engineers has been ahead of that of the 
accountants, even in the latter’s own 
domain. 


Thus came the first action of this 
century’s evolution in accounting, with 
the emphasis tending to be placed upon 
the present rather than the past. In 1930 
another move took place which meant at 
least a partial change of emphasis to the 
future. In that year the International 
Management Congress, which at that time 
was largely sponsored through the League 
of Nations, taking note of the enthusiasm 
of a number of large and internation- 
ally known organisations for budgetary 
control, finally set the seal of approval 
upon it as a management tool. 


It is true and of significance that all 
techniques “grow.” They start from 
humble or crude beginnings, or perhaps 
with an incomplete, tentative or probing 
application, and then commence to 
develop in such a way as to fulfil much 
better their purpose in attempting to help 
management. 


This has been true with accounting. 
Without attempting to be dogmatic in 
such a case, the growth in accounting, 
finance, and costing has probably aperated 
along these lines:— 

Pure cash controls 
Accounting. 

Financial controls. 
Statistical costs. 

Ratios. 

Standard costs. 

Budgetary control. 
Statistical differential costs. 
. Profit graphs. 

Direct costing. 

The accounting and financial aspects of 
long-term planning. 


I think the most significant factor in all 
this is that the evolution in the accounting 
technique has probably followed but 
largely kept pace with management’s 


KOSS PINAR wr 





The Australian Accountant, December, 1961 








evolution in connection with its own task 
of managing. 


Faced with the increasingly devastating 
problems of the depression, management 
became seized with the necessity to look 
ahead. Planning became a more import- 
ant function of management. In embrac- 
ing budgetary control, management com- 
menced to look perhaps a year ahead, for 
it now had a technique to help it do so. 
Since those days the term of budgets in 
the most efficient companies has been 
gradually extended and towards the end 
of the 1950's management added the 
supplementary technique of long-term 
planning in order that in these changing 
times, it may peer further into the future 
and commence to be prepared for what 
it finds there. 


Planning is increasingly becoming one 
of management’s most important func- 
tions, and to carry out this function pro- 
perly it is bearing in mind that— 

(a) Planning must become much more 
dynamic in the future than it has been 
in the past. 

(b) It is necessary to plan for a longer 
period ahead. 

(c) Planning has to introduce more fiexi- 
bility into its operation. 

(d) It requires a much more realistic know- 
ledge of growth. 

Even granting that accounting has 
served management exceedingly well as 
its most important technique, the question 
does arise whether it could not have done 
its job much better. Is it to its credit that 
in the field of cost accounting the engin- 
eer—instead of the accountant—should 
so often have supplied the urge to im- 
prove the costing technique? It seems a 
fair assumption to believe that the ac- 
countant cannot escape criticism for not 
having developed much more quickly that 
aid to management which comes from the 
development of more vital control figures. 
To take just one field, it is doubtful 
whether accounting has developed the aid 
that can be given by a better and more 
scientific attack upon, for example, the 
subject of distribution costs, than has so 
far been achieved. 


Indeed, it is questionable whether ac- 
counting has yet “grown up” in its ability 
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to provide the necessary facts, figures, and 
information which spring from its own 
knowledge in the language that manage- 
ment understands, desires, and accepts. 


Yes, accounting is the oldest and the 
most valuable of management techniques 
and because of this it has had, and still 
enjoys, a unique opportunity. The disturb- 
ing question which persistently intrudes 
is whether accountants have made the 
most of that opportunity. 


Let us look at this aspect of distribu- 
tion costs. Nothing so far said should be 
taken as indicating that no progress has 
been made in this field, and that the ac- 
countant is entitled to no credit. It should 
be remembered, however, that these 
things must be judged, not by what is 
accomplished by a comparatively few 
accountants, but what is accepted as the 
common standard usually reached by ac- 
countants generally. Are accountants, 
therefore, whether practising or com- 
mercial, satisfied with what has been 
accomplished in the field of distribution 
costs? 


The matter is extremely important be- 
cause there are strong reasons to believe 
that the greatest emphasis in this decade 
is more likely to be on marketing than 
any other factor. All the great inter- 
national moves in commerce and industry 
are prompted by marketing considera- 
tions. Automation is not a production or 
a technical problem so much as a market- 
ing problem. 


Undoubtedly one of the urgent require- 
ments of the 1960’s and, indeed, one of 
the great problems facing the western 
world in particular, will be the reduction 
of the difference between the cost of a 
product as it leaves the factory and the 
cost of that same product in the hands of 
the consumer. 


Can the accountant say that he is doing 
all that is possible to give management the 
help necessary to accomplish manage- 
ment’s aims and ends in this field? Man- 
agement will be vitally concerned with this 
problem. What does the accountant 
intend to do to justify his privileged posi- 
tion as a chief adviser to management? 
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Other Management Techniques 


At the outset, it is well to note that the 
same evolutionary aspect which operated 
in connection with the financial and ac- 
counting sphere has also operated in many 
of the other controls. With the general 
aspect of industrial engineering, for in- 
stance, it is evident that, as with account- 
ing, there are different techniques which 
are used for different purposes and there 
are consistent advances being made in 
sharpening the tool and improving its 
functional worth. 


Taking production methods and 
measurement as a case in point, there 
were initially simple statistical controls, 
and it was from these that production 
planning and control developed. This 
brought in its train certain plant layout 
techniques. Gradually the emphasis was 
increasingly placed on the control of time, 
particularly as so many expenses were 
incurred on a time basis. Thus stopwatch 
procedures were instituted. To improve 
the flow of the work, shorten the time, 
and reduce the cost, methods engineering 
was established, with its accompanying 
work study. When further improvement 
was necessary, the use of the stopwatch 
came to be accompanied by motion study, 
and, later again, by the development of 
predetermined times and methods. The 
methods engineer to attract the co- 
operation of the employee in better satis- 
faction developed work simplification. 


As threads running through all of these 
there can be found the improvement of 
various techniques and greater control 
over them. This control, based on that 
principle of exceptions adopted in stan- 
dard costs, served to highlight the variants 
from what was planned as against what 
was achieved. The less the time between 
the actual happening and the availability 
of the control information, the better 
(usually) the control. The preparation of 
times and methods in advance, as exem- 
plified in predetermined times and 
methods, is striking in its similarity to 
budgetary control. 


Work simplification, with its close rela- 
tionship to methods engineering, com- 
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menced to take into account, more than 
did the stopwatch, the fact that co-opera- 
tion of human beings is essential if a 
technique is to operate to give maximum 
help to management. Work simplification 
depends for its very results upon co- 
operation. There is surely a lesson in this 
for the accountant. 


The relationships between accounting 
and other techniques can be divided 
admittedly in arbitrary fashion, into those 
with— 

(a) no real relationship to accounting. 

(b) a close relationship to accounting, and 


(c) some special factors which — of a 
different kind of relationship from those 


in (b). 

Looked at as generalisations, the following 
techniques appear to be largely unrelated 
to the accounting technique: 

Plant layout techniques. 

Stopwatch procedures and motion study. 

Motivational research. 

Psychological testing. 

Industrial psychology. 

Organisation charts. 


One is tempted to add methods engin- 


eering, though the efficiency statement 


based upon standards developed by 
methods largely needs the accounting 
technique, and furthermore the standards 
arrived at may well find their way into the 
labour standards required for standard 
costs. Some of the listed techniques above 
are excluded from a relationship with the 
accounting technique because they deal 
essentially with the psychology of the em- 
ployee. When it comes to questions of 
employee motivation, accounting seems to 
have little to offer except in connection 
with some statistical work. The cost of 
labour turnover is, however, an important 
exception and all too little has been done 
by the accountant in this field, even though 
the accountant appears to be the most 
logical person able to help. At least the 
costs and statistics which he can provide 
could guide the psychologist and per- 
sonnel officer in the better functioning of 
their duties. 


Turning now to those techniques where 
the accountant, through his technique, is 
able to play an important, perhaps a 
major part, there would be many people 
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who would argue that the accountant can 
do as good a job in production planning 
and control as the engineer. This state- 
ment may not receive ready acceptance 
by the engineer, but the relationship of 
production planning and control to so 
many other factors with which the ac- 
countant must deal, and the overall im- 
portance of records in such a technique 
do support this statement (which inci- 
dentally is made as the result of practical 
experience and experimentation in this 
field). It should be noted that a new 
technique is entering into this field, and 
the advent of linear programming indi- 
cates again, that other techniques are 
evolving to help management, and the 
accountant is being challenged to defend 
his ability to give management what it 
needs and to give it more quickly. 


A similar kind of relationship exists 
with such techniques as statistical controls, 
economic analyses, and value analysis. 
Each involves accounting values, account- 
ing figures, and accounting information. 
They involve other things as well, but the 
accounting aspects form probably a 
greater proportion of what is needed in 
these areas than would any other tech- 
nique. 

Market research covers a number of 
techniques. Statistical analyses, is a basic 
one, but psychological factors are in- 
volved, particularly where motivation re- 
search is necessary. The important thing 
to remember so far as market research 
is concerned, however, is that some 
market research would not be necessary, 
and some would be much better and more 
significantly directed if the accountant 
extracted the maximum advantage for 
management from the pertinent account- 
ing and cost figures which float through 
his records. Some market research projects 
—too many for comfort — have been 
wrongly directed because they had to be 
prepared “in the blind” whereas significant 
information available from accounting 
records would have meant that they could 
have been directed in much better fashion. 


A characteristic of techniques — and 
this has been exemplified in the case of 
accounting — is that often the technique 
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commences in one field and in its applica- 
tion spreads into others. Work simpli- 
fication commenced in the factory, but it 
then spread to the office, and the Com- 
monwealth Public Service in particular 
has done a splendid job in the application 
of work simplification techniques (which 
is virtually their O & M) to office opera- 
tions of all kinds. 


Here is another field where either the 
accountant or the engineer can be used. 
The engineer is usually more skilled in 
the charting procedures and in the 
measurement of motions and operations. 
The office largely deals with accounting 
and other routines with which the account- 
ant is not only more familiar, but which 
he largely regards as his own particular 
sphere of operation. But work simplifica- 
tion in the office has been developed by 
engineers, not by accountants. That 
means that the best technique for office 
routines, one which adds the vital aspect 
of measurement to what work simplifica- 
tion can do, has again been developed by 
engineers, not by accountants. 


It surely should not have been beyond 
the wit and ingenuity of the accountant, 
fully seized with opportunities which pre- 
sent themselves, to have kept the initiative 
and to have developed some of the work 
simplification procedures which are now 
largely associated with others rather than 
with the accountant. It is true that it 
would in many cases have required a 
change in outlook. Too often the account- 
ant is concerned with more forms, not 
less, whereas the person who practises 
work simplification is concerned with less 
forms to do the job better, and with their 
simplification. 


This example of work simplification 
rather highlights the effect which the ac- 
countant should always keep in mind, 
viz., that a job which he leaves undone 
in his special sphere of helping manage- 
ment, will be taken up and fulfilled by 
others. 


This is especially important today be- 
cause some of the spheres where he could 
best have helped are already being 
invaded. The comparatively new field 
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of industrial mathematics threatens in 
various spheres. Where the accountant 
has been and is the logical one to carry 
out certain statistical analyses and deduce 
the judgments therefrom, it is conceiv- 
able that the future may show that the 
use of some higher forms of industrial 
mathematics, prompted by other disci- 
plines, may well give better results. It 
must be remembered that a technique is 
often designed to show up the facts of 
a situation, and to point the way towards 
the best decision. 


Linear programming is a case in point. 
It may be regarded as a section of indus- 
trial mathematics. By its use, all of the 
variables in a particular situation can be 
taken into account, and the mathematical 
model can be expected to disclose the best 
answer to that problem. At times, it will 
also disclose when the best answer has 
been reached. This gives a degree of 
thoroughness and flexibility often missing 
in, for example, a pure accounting or 
simple statistical approach. 


Operations research uses the knowledge 
of several appropriate disciplines in order 
to arrive at solutions of complex prob- 
lems. For example, a problem of real 
operations research nature may require 
the attention perhaps of a scientist, a par- 
ticular type of engineer, a biologist, and/ 
or an econometrician. 


What is important to note is that indus- 
trial mathematics, linear programming, 
and operations research are invading the 
realm of the cost accountant. Some prob- 
lems which are being tackled by these 
techniques over zealously would still be 
much better, more quickly, and more 
economically solved by cost accounting 
procedures than by any other. This is not 
uncommon with a newer technique. It 
seems to attempt to embrace much more 
than it should. Nevertheless, cost account- 
ing is being invaded and must become 
aware of these things, seek to do its job 
better, seek to know what cost account- 
ing can do better than any other tech- 
nique, and to clothe its results more than 
ever in the language which management 
appreciates. Otherwise it may be in 
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danger of being relegated to the some- 
what secondary position of recording and 
collecting facts for other disciplines rather 
than exercising its real role as the close 
adviser to management. 


There are three areas with special 
relationships to accounting. The first is 
in executive development. No executive 
should be without at least a working 
knowledge of accounting, and it is hoped 
that executive development programmes 
will take full note of this. This is not to 
make the executive an accountant, but 
rather to inform him what help account- 
ing can give and what he, as an 
executive in his own particular sphere of 
operation, can expect from the account- 
ant. Indeed, because so many engineers 
and scientists are finding an increasing 
proportion of their time is being spent in 
administering and managing, a strong case 
can be made out in favour of seeing that 
every graduate in these fields should have 
included in his curriculum an appreciation 
of accounting, and cost accounting in par- 
ticular. 


Management games have lately come 
into prominence. They seek to simulate 
business situations and to try to compress 
into a mere day or so, operations which 
would normally spread over a great deal 
of time, in some cases years. Often with 
the aid of a computer, the teams involved 
in a management game have to start off 
with certain assets and liabilities and have 
to make certain decisions in relation to 
the spending of money where alternative 
courses of action are open. The results 
of such transactions and decisions are 
eventually translated into a profit and loss 
secount so that these are set out in clear 
and unmistakable terms. Management 
games are dependent upon the accounting 
technique because the results of actions 
are interpreted in accounting terms. 


Research and development is another 
area where the accounting technique can 
be used with advantage. In the initial out- 
burst of research and development ex- 
penditures overseas, it was felt that such 
expenditures were not of a type which 
could be controlled by “normal” means. 
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Now it is recognised that, as with other 
transactions, costing procedures can and 
should play a major part. Indeed, cost 
accounting can be directed to ensure that 
better results may ensue from lesser ex- 
penditures. 


One of the things which should be noted 
in connection with accounting and other 
techniques is that the computer is widen- 
ing the sphere of operation tremendously. 
All forms of office mechanisation come 
within this category. The advent of the 
computer opens up a new perspective for 
virtually all techniques and particularly 
for accountants and industrial mathema- 
ticians. A whole new world is opening up. 


This brings one naturally to the future. 
Already it has been indicated that man- 
agement’s job is becoming increasingly 
complex, and management in the future 
will want a lot more help than it has had 
in the past. Decision-making will become 
more difficult and more urgent; it can 
be simplified or the difficulties kept in 
check only by improved use of better 
techniques. The importance of decision- 
making will grow considerably if only be- 
cause the cost of wrong decisions or no 
decisions will become increasingly serious. 
More and better techniques will be 
brought into being, to help this situation, 
and there will be much more emphasis 
upon long-term planning. The detailed 
yearly budget will grow in importance, 
but it will be supplemented by the inter- 
mediate perhaps three-year forecast (in 
some cases, five-year) and the five- 
(perhaps ten-) year plan, particularly in 
respect of capital expenditures and growth 
projects. 


What will all this mean to the account- 
ant? Possibly these things: — 


(a) The accountant must become im- 
measurably more alert to the oppor- 
tunities which exist for him because 
of the special advantages he at pre- 
sent holds as against those using 
other techniques. 

(b) He must become more versatile and 

more aware of what management’s 

needs really are. 
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(c) He must improve, and improve 
greatly, his knowledge of what he 
can do with his own techniques, 
what information he can give, and 
the best manner to set out this in- 
formation to make it much more 
easily absorbed by the manager. 

(d) He must increase his general under- 
standing at least of other techniques, 
so that he knows what are the areas 
and limitations of those techniques, 
and what other techniques can do 
better than he, the accountant, can 
do with his. For he must be funda- 
mentally honest in his approach and 
not seek to persuade the manager 
to use a certain technique when a 
better one is available for the pur- 
pose. 

(e) To do these things he should in- 
crease his own understanding of 
what management is, what it means, 
how it works, how it thinks, why it 
wants things the way it does, and 
what form its future difficulties will 
take 


(f) The accountant must adopt a greater 
“selling” outlook, one in which he 
can get the manager to want to see 
what he has to give. This can only 
be done by lifting the whole stand- 
ing and standards of his own service 
so that he is the better able to dis- 
play the wares he has. For too long 
the accountant has been looked 
upon as mere “overhead.” The onus 
to alter this is on the accountant, noi 
on the manager. 


If the accountant wishes to be or to 
continue to be the trusted adviser of man- 
agement, it will require higher account- 
ing, cost accounting, and budgetary stan- 
dards, an increased interest in their rela- 
tionship with and to other techniques, a 
much better and more intimate knowledge 
of management and above all an im- 
proved understanding of the psychology 
of the manager himself. This, to my 
mind, will be the accountant’s future price 
of success. 





SPECIAL RECOGNITION AWARDS OFFERED BY N.A.A. 


Mr. Walter B. McFarland, manager of 
research, National Association of Ac- 
countants, 505 Park Avenue, New York, 
has kindly made available details of the 
special recognition awards to be offered 
by the N.A.A. for research essays on the 
topic, “Choosing Accounting Practices for 
Reporting to Management.” All persons 
interested are invited to submit papers. 


In describing the subject on which essays 
must be written, the committee on research 
planning of the National Association of Ac- 
countants, suggests that consideration be given 
to the kinds of accounting data relevant to 
management’s needs and the extent to which 
these data differ from or are like data required 
by other users of accounting reports. Essays 
will probably also be concerned with develop- 
ing guides to aid in choosing practices from 
among the many alternatives available. Thus 
essays may examine the usefulness in manage- 
ment accounting of generally accepted ac- 
counting principles, requirements established by 
regulatory and tax authorities, uniform in- 
dustry systems, and company standard prac- 
tices. Other questions relate to responsibility 
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for deciding what management aocpuating prac- 
tices should be accepted as standard. In this 
area writers may ask whether management 
accounting procedures should be prescribed by 
authoritative regulation, urged by pronounce- 
ments made by organizations of accountants, 
determined by research to find which practices 
are most effective for a given purpose, or 
chosen at discretion of each company’s manage- 
ment. 

Essays will be reviewed by the NAA com- 
mittee on research planning and that com- 
mittee will select a maximum of three papers 
which, in the opinion of the commitice, merit 
special recognition. Authors of these papers 
will receive distinctive certificates and their 
papers, together with other meritorious essays, 
will be published. Awards will be publicly 
announced to give widest possible recognition 
to authors of essays selected. Essays must be 
received by May 1, 1962, at NAA National 
Headquarters, 505 Park Avenue, New York 

Objectives of the awards are to stimulate 
original thinking and to improve the under- 
standing of management accounting. Case 
studies will not qualify for awards, although 
evidence from current practice may be used to 
support conclusions drawn. 
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ANNOUNCING... 
NEW TERM ACTIVITIES 


Day Classes — Acccuntancy 

Students who are fortunate enough to be able to devote full time to their accountancy 
studies should arrange to :nrol with the special group beginning on 15 January, 1962. 

Those whose circumstances permit them to attend day classes generally complete the 
accountancy examinations in a relatively short time, sometimes within eighteen months. 


Evening Classes — Accountancy 
New classes for part-time students will begin on Sth February, 1962 next preparing 
students for the October, 1962, accountancy examinations. 


The Institute of Sales Management 

Enrolments for the evening classes are now being arranged for the May 1962 examinations 
as follows:— 

For Intermediate Commercial Law on 15th November, 1961. 

For other Intermediate subjects on 19th January, 1962. 

For Final subjects on 19th January, 1962. 


Secretarial Classes 
Evening Classes preparing for the June 1962 examinations of both Institutes of Secretaries 
commence on 16th January, 1962 


Institute of Cost Accountants 
Classes for the examinations of the Cost Institute will begin on Wednesday, 15 November, 
1961, for the examinations to be held in May, 1962, as follows:— 
Old Syllabus: Papers 3, 4 and 5—15 November, 1961. 
Papers 1 and 2— 24 January, 1962. 
New Syllabus: Subjects 1 and 2 — 24 January, 1962. 


Correspondence Instruction 

Those who desire to prepare for their accountancy examinations studying by correspond- 
ence in the quiet comfort and convenience of their own homes may enrol! with the College at 
any time. 


Model Answers — 
Australian Society of Accountants 

Examination questions set by the Australian Society of Accountants and Answers thereto 
have been published for each examination session (May and October) as follows:— 

Since 1954— 1. Stage 1, Accounts and Auditing 
3 Company Law and Company Accounts 
3. Monetary Theory and Practice 
4. Income Tax Law and Practice 
5. Advanced Accounts — Part A 
6 
7. 





. Advanced Accounts— Part B 

Commercial Law A and Commercial Law B 

Auditing and Business Investigations 
Price 5/- for each set for each examination session, post free except Income Tax which is 4/-. 
Australasian Institute of Cost Accountants 


Model Answers to Papers 1-5 (present syllabus) are available since May 1957 at 10/- for 
each set, post free. 


Full details of time tables, fees, and enrolment procedure gladly given upon request. 
NEW ADDRESS: 
To provide more convenient accommodation for our students the College has transferred 


to the First Floor, Corner of Elizabeth Street and Post Office Place (Little Bourke Street). 
Entrance is 342 Post Office Place. 


A. E. SPECK COMMERCIAL COLLEGE 


342 POST OFFICE PLACE, MELBOURNE, VICTORIA —New Phone: MU 7721 


Since 1956 — 
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R 
ace’ office systems “automate” ~ 
offices and departments by lower- 
ing labour costs. Using anece’ . 
nachine, your staff will spend 0 
less time on non-profit clerical . 
work such as copy-typing, invoic- . 
ing, statements, back orders and . 
sales reports 
S 
t 
THIS IS THE OC€” 125-COMBINE, ONE OF THE s 
> | 
MACHINES ON WHICH OC€ sYSTEMS ARE BASED. . 
t 
o cucnm , ™ j . 
An oce” system machine produces perfect Dyeline | 
copies in seconds for less than 2d. per 


> e 
copy. But @C@~ combines are not merely copying 
machines. The oce’ range of systems makes every 


office efficient, all other methods obsolete | 


Australian Distributors 


HARSTON SENSITIZING CO. PTY. LTD. 


140 BARKLY ST., NTH. FITZROY, VIC.—TEL. JW 2127-8, 4113, 


Interstate Distributors 
QLD. — Harston Sensitizing (Qid.) Pty. Ltd., 446 Upper Edward St., Brisbane. 27-969. 


N.S.W. — Plan Printing & Supplies Pty. Ltd., 49 Clarence St., Sydney. BX 1238. 
S.A.—Wm. Crosby & Co. Pty Ltd., Worando Bldgs., Chesser St., Adelaide. W 2479. 
W.A.— Wm. Crosby & Co. Pty. Ltd., 618-620 Murray St., Perth. 21-2481. 
TAS: — Wm. Crosby & Co. Pty. Ltd., 119 Collins St., Hobart. 2-7761. 
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Restraint of Trade 


In Peters Ice Cream (Vic.) Ltd. 
v. Todd [1961] V.R. 485, the defen- 
dant entered into a contract with 
the plaintiff whereby, in considera- 
tion of the plaintiff supplying him 
with certain ice-cream products, he 
promised not to “‘sell, serve, supply 
or vend any other make of ice-cream 
and/or kindred products . . . during 
the period this agreement is in force 
within a reasonable distance from 
my present place of business.’ The 
agreement was expressed to be for 
a period of five years. 


In breach of this promise the defendant 
sold certain ice-cream products other than 
those of the plaintiff, and the plaintiff 
sought an injunction to restrain him from 
so doing. The defendant claimed that the 
agreement was void for uncertainty, and 
that in any event it was void as being in 
unreasonable restraint of trade — that is, 
it was not reasonable as between the 
parties nor was it reasonable in the inter- 
ests of the public. 


His claim that it was void for un- 
certainty was upheld by the court 
(Little, J.,). If any effect was to be given 
to the words, “within a reasonable dis- 
tance from my present place of business”, 
the court would really have to make a 
contract for the parties, and this the 
court will not do. It is not for the court 
to decide what protection could have 
been validly agreed upon between the 
parties; rather, as the judge pointed out, 
is it the function of the court to decide 
whether a protection agreed upon be- 
tween the parties is legally valid. And 
having decided that the promise was void 
for uncertainty, it was not then necessary 
to decide questions of reasonableness as 
between the parties and in the interest of 
the public. 
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By L. C. VOUMARD, B.A., LL.B. 


But the plaintiff then argued that the 
offending words — “within a reasonable 
distance” — could be severed, and that 
the balance of the promise would then 
be enforceable. The court did not agree. 
To excise the words quoted on the basis 
of the so-called “blue pencil” rule would 
make the clause read that the defendant 
would not “sell, serve, supply or vend 
ice-cream from my place of business.” 
This would be both ungrammatical and 
meaningless. Hence the doctrine of 
severance could not be invoked. 


Guarantee or Indemnity? 


The short point in Yeoman 
Credit Ltd. v. Latter [1961] 1 
W.L.R. 828, was whether an under- 
taking given by an adult in respect 
of a hire-purchase agreement en- 
tered into by an infant was a 
guarantee or an indemnity. 


If it was a guarantee then (since the 
goods hired by the infant were not neces- 
saries) it was a guarantee of a void 
transaction and was itself void and un- 
enforceable; if it was only an indemnity 
then the adult was bound by it. 


The plaintiff finance company let a 
car on hire-purchase to an infant. Be- 
cause the hirer was an infant, the com- 
pany required an adult (the defendant) 
to sign a form headed “Hire-purchase 
Indemnity and Undertaking”. By clause 
1, the adult undertook to indemnify the 
finance company against any loss resulting 
to it under the hire-purchase agreement. 
In the event that he met his obligations 
under this clause, the adult did not have 
full rights of subrogation, but was to 
have only those rights of subrogation 
which the company chose to allow. 
(This strongly pointed to the likelihood 
that the undertaking was an indemnity, 
as with a guarantee the guarantor who 
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had paid the creditor enjoys full rights 
of subrogation against the debtor.) 


Under clause 2 of the undertaking the 
adult promised to pay the company any 
such amount as would make up the sums 
paid by the hirer to the “optional pur- 
chase price” plus the company’s ex- 
penses of enforcing the agreement, and 
clause 3 provided that if the car should 
come into the company’s possession it 
would either give the adult credit for any 
amount realised on its sale, or transfer the 
car to the adult on payment in full by 
him. 

The infant hirer defaulted, whereupon 
the company repossessed the car and 
sold it. It then claimed the amount due 
from the adult under the undertaking he 
had signed. Thereupon it became neces- 
sary for the court of appeal to decide 
whether the undertaking was a guarantee 
or an indemnity, and it came to the 
conclusion that the undertaking, on its 
true construction, was an indemnity, and 
the fact that the contract in respect of 
which it was given was void did not en- 
title the adult to avoid liability under 
it. 


Measure of Damages 


The question before the Full Court 
in the New South Wales case of 
Pacific Acceptance Corporation Ltd. 
v. Mirror Motors Pty. Ltd. [/96/] 
S.R. (N.S.W.) 549, concerned the 
proper measure of damages in con- 
nection with the conversion of goods. 


Plaintiff let a car on hire purchase 
terms to A, who was given an option to 
purchase it on payment of a total amount 
of £627. A, however, whilst still the hirer 
of the car, purported to sell it to B, and 
B purported to sell it to the defendant, a 
car dealer. All this was done without the 
plaintiff's knowledge. The defendant, in 
good faith and without knowledge of the 
real position, then purported to sell the 
car to C for £200. At the time of this 
sale the total amount of instalments still 
payable under the hire purchase agree- 
ment was about £434. On learning what 
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had happened, the plaintiff sued the 
defendant for conversion (the defendant 
by selling the car to C was guilty of 
conversion, as this tort can be committed 
quite innocently), and the question was 
whether the plaintiff was entitled by way 
of damages to £200, which was the value 
of the car at the date of the conversion, 
or to £434, which was the amount of in- 
stalments payable. 


“Owen, J., pointed out in his judgment 
that prima facie the proper measure of 
damages in such a case is the value of the 
property converted as at the date of con- 
version, and it was for the plaintiff to 
show some good reason why a higher 
amount should be awarded. Here, the 
plaintiff had lost a car which was worth 
£200; it had not lost any rights it had 
against the original hirer to recover from 
him the amount of instalments (even 
though those rights might turn out to be 
valueless). To give the plaintiff the £434 
it claimed would, in effect amount to 
compelling the defendant to perform the 
obligations of the original hirer under the 
hire purchase agreement. This would be 
unjust, so the plaintiff had to be content 
to accept £200. 


His Honour did indicate that in his 
view the plaintiff was entitled to rather 
less than this, but as the case had been 
fought on the footing that the plaintiff was 
entitled to either £200 or £434, this point 
was not pressed. However, the basis on 
which His Honour reached this con- 
clusion was that where the person guilty 
of conversion has, as between himself and 
the plaintiff, an interest in the property 
converted, the plaintiff is not entitled to 
recover more than the value of his in- 
terest in the property. Here, the defendant 
did have an interest in the car, in that 
if it had known of the hire purchase 
agreement it could have exercised the 
option to purchase which, under the Hire 
Purchase Agreements Act then in force, 
was conferred on a “purchaser”. Had the 
case been contested on this footing it is 
possible, therefore, that the plaintiff would 
not have been awarded as much as £200. 
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RE are many circumstances where 

a taxpayer receives a sum of money 

to compensate him for some loss he has 

suffered or for some right which he has 

agreed to forgo. The most common 

example is receipt of a sum paid under 

a policy of insurance, but there are many 

other examples such as the sum received 

by an agent who agrees to the cancella- 
tion of his agency agreement. 


Most instances provide material for 
argument about the assessability of the 
amount involved because they are not all 
covered by precise provisions of the In- 
come Tax Assessment Act and, conse- 
quently, it is to the general provisions of 
the case law that we have to turn for 
answers to most of the problems under 
this heading. Some cases, however, are 
covered by precise statutory provisions, 
for example, insurance recoveries in 
respect of depreciable plant which has 
been destroyed must be accounted for in 
the terms of Section 59 of the Act, but, 
by and large, the law applicable is that 
enunciated by the courts of England and 
Australia. It is from the decisions of 
these courts that we must try to glean the 
legal principles which will guide us to 
the solution of a particular problem. 

From a study of the relevant cases it 
is apparent that no one test or item of 
evidence has ever been taken by the 
courts to be decisive in deciding whether 
or not an item of compensation should 
be taxable in the hands of the recipient. 
Instead, it has been emphasised in many 
judgments that each case will fall to be 
determined on its own facts and “no 
infallible criterion emerges from a con- 
sideration of the case law” (Lord 
Normand). 


Consequently, we must not study the 
various cases with the idea that from 





*A paper presented at a Taxation Conven- 
tion arranged by the Victorian Division of the 
Taxation Institute of Australia and held on 
28 to 30 April, 1961. 
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The Taxation of Compensatory Payments 


By K. C. KEOWN, F.A.S.A. 


them we can extract one principle by 
reference to which we can decide the tax- 
ability or otherwise of any one item of 
compensation. Rather, our aim must be 
to study the cases so that we may discern 
what tests or items of evidence have been 
considered of importance and have been 
given due weight by the various courts 
when deciding whether or not an item 
of receipt should fall on one side or the 
other of that line which divides the tax- 
able from the non-taxable. 


The difficulty of our problem is empha- 
sised by the authors of Gunn’s Common- 
wealth Income Tax Law and Practice 
who, in commenting on the cases in this 
section of the law, ‘say (at page 296) 
“. . . these distinctions illustrate the 
futility of trying to draw a line between 
‘capital’ and ‘income’ when, in truth, 
there is no real difference between them.” 


From a study of the case law it 
emerges that five principal tests have on 
many occasions been applied by the 
courts and these can be summarised as 
follows: 


1. Was the compensation received for 
damage which had been sustained by 
the taxpayer’s profit-making appa- 
ratus, or, as some judges describe it, 
the profit-yielding subject? 

2. Was the compensation received in 
relation to an item which formed part 
of the taxpayer’s fixed capital or of 
his circulating capital? 

3. Was the compensation received rela- 
tively large or small when considered 
in relation to the magnitude of the 
taxpayer’s operations? 


4. If the compensation was received for 


the cancellation of a contract—what 
was the term of the contract un- 
expired? 


5. How would generally acceptable ac- 


countancy principles require that the 
sum should be treated? 
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1. Profit-Making Apparatus — 
Profit-Yielding Subject 


This test has been applied in many 
instances and always it has resulted in a 
finding that the compensation was of a 
capital nature if it could be shown that 
the compensation stood in place of some 
of the fixed capital framework of the 
taxpayer’s business which had either been 
destroyed or permanently damaged. The 
leading case on this section of the law is 
undoubtedly Van den Bergh Ltd. v. 
Clark (1934) 19 T.C. 390. This was 
decided by the House of Lords and con- 
cerned an English margarine manufac- 
turing and trading company of immense 
size which had, over a period of years, 
contracted with a large Dutch company 
to regulate their respective businesses so 
that they would not trade in direct com- 
petition one with the other. The contract 
between them was first made in 1908 and 
was subsequently agreed to operate until 
1940, and, inter alia, provided for the 
following: 


(a) A profit-sharing arrangement. 


(b) The division of certain markets 
between them. 


(c) An undertaking not to enter pool- 
ing or pricing arrangements with 
third parties. 


From 1908 to 1913 payments were 
made under the agreements by and to 
Van den Bergh Ltd., and were treated 
for income tax purposes as_ trading 
expenses and receipts, respectively, of the 
years in which they were made. From 
1914 to 1919 the two companies were 
unable to compute their profits owing to 
the difficulties caused by the war. In 
1922 Van den Berghs arrived at the sum 
of £449,042 as being the amount due to 
it by the Dutch company under the agree- 
ments. This liability was not admitted 
by the Dutch company, which claimed 
that under the agreements there was, on 
balance, a sum due to it by the English 
company. The matter was referred to 
arbitration which, however, proved so 
lengthy and costly that, in 1927, the com- 
panies, in contemplation of a merger of 
interests, entered into negotiations with 
a view to a settlement of the dispute. The 


652 


Dutch company desired to cancel the 
agreements, but Van den Berghs con- 
sidering that such a course would be to 
its disadvantage, refused to consent to 
cancellation unless the Dutch company 
paid to it, at least £449,042. 


A settlement was reached in 1927, 
whereby, inter alia (a) all claims and 
counter-claims under the agreements for 
the period 1914 to 1927 were withdrawn; 
and (b) in consideration of the payment 
by the Dutch company of £450,000 to 
the appellant company “‘as damages”, the 
agreements were determined as at 31 
December, 1927, and each party released 
the other party from all claims there- 
under. That sum was paid in 1927 and 
credited in the appellant company’s ac- 
counts for that year. 


The company contended that this sum 
of £450,000 was a receipt of capital 
while the revenue authorities sought to 
levy tax on it. The House of Lords 
decided that the sum was a payment for 
the cancellation of Van den Berghs’ 
future rights under the agreements, that 
these agreements constituted a capital 
asset of that company, and, consequently, 
the £450,000 was a receipt of capital. 
The remarks of Lord Macmillan are 
particularly helpful in understanding this 
decision. He said (in part): “.. . the 
cancelled agreements related to the whole 
structure of the appellant’s profit-making 
apparatus. They regulated the appellant’s 
activities, defined what they might and 
might not do, and affected the whole con- 
duct of their business. I have difficulty 
in seeing how money laid out to secure, 
or money received for the cancellation of 
so fundamental an organisation of a 
trader’s activities can be.regarded as an 
income disbursement or an income 
receipt ... In my opinion. that asset, the 
congeries of rights which the appellants 
enjoyed under the agreements and which 
for a price they surrendered, was a 
capital asset.” 


This same test was also applied in a 
Scottish case and, although the result was 
different from that in Van den Berghs’ 
case the facts and some of the remarks 
of the Lord President of the court aid 
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“Where do we go from here?” 


There comes a point in the development of every business 
at which the people in it must ask themselves the 
question, “Where do we go from here?”. Continued 
progress calls for new dimensions, but to go from one 
dimension to another requires more than money 


Australian United Development Pty. Ltd., a subsidiary 
of Australian United Corporation Ltd., provides finance 
for business and industry and it can also assist in the 
provision of technical and management services. 


A.U.D. offers a complete range of financial and manage- 
ment services to expanding businesses, all designed to 
add the new dimensions needed at the vital stages. 
A.U.D. will be pleased to discuss its services with 
businessmen or their professional advisers. 


Australian United Development Pty. Ltd. 


a subsidiary of 


Australian United Corporation Limited 





128 QUEEN STREET, MELBOURNE @ 44 HUNTER STREET, SYDNEY e@ 41 CURRIE STREET, ADELAIDE 
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BURROUGHS SENSIMATIC 


— versatility 





‘“‘ Dependable Burroughs Sensimatics 
cover our entire accounting system. 


Their versatility makes them 


several machines in one!”’ 
Says K. Sampson, General Manager, Champion Spark Plug Co. (Aust.) Pty. Ltd., Sydney. 


Champion Spark Plugs are world renowned 
for their dependability . . . so, too, are 
Burroughs Sensimatic Accounting Machines. 
In addition, Burroughs Sensimatic is versatile, 
and has the speed that saves money on big 
volume jobs. 


Each Sensimatic is built with an exclusive, 
interchangeable “sensing panel” that guides 
each error-proof operation. And, because 
each panel has at least a four-job capacity, it’s 
the same as having four specialized machines. 
To do still more jobs or quickly change the 
system, you simply switch panels! No other 
machine is so perfectly tailored to give such 





fast, versatile, cost-cutting automatic 
accounting. Your business—large or small— 
will benefit by the use of a Burroughs Sensi- 
matic. A wide choice of models with or 
— typewritten description, from 2 to 19 
totais. 


For full information and demonstration 
call the Burroughs man 
His experi in modern data processing 


application is available to you for the asking. 
Ring the nearest branch office or write. 


Burroughs 


at the nearest Branch Office or write to Burroughs Ltd., 
40 Miller St., North Sydney, N.S.W. 'Phone XB 5831. 
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us greatly in understanding the principle 
involved. The case is Burmah Steamship 
Company Ltd. v. Commissioners of In- 
land Revenue (1930) 16 T.C. 67. 


The Burmah company, jointly with 
another company bought a motor vessel 
second hand and immediately placed it 
in the hands of repairers for overhaul. 
The time stipulated for completion of the 
overhaul was exceeded and the owning 
companies claimed from the repairers 
damages calculated by reference to the 
estimated profit which would have been 
earned by the vessel had she been trad- 
ing during the excess time taken for the 
overhaul. The claim was compromised 
by a payment of £3,000 by the repairers 
of which £1,500 was received by the 
Burmah company. 


The amount of £1,500 was included 
in the assessment to income tax made 
upon the company and the assessment 
was confirmed by the Special Commis- 
sioners on appeal. The company appealed 
from the Special Commissioners’ decision. 


The court held that the £1,500 was 
assessable income in the hands of the 
company. The remarks of the Lord 
President of the court are of particular 
interest. He said: 


“Suppose someone who chartered one 
of the appellant’s vessels breached the 
charter and exposed himself to a claim 
of damages at the appellant’s instance, 
there could, I imagine, be no doubt that 
the damages recovered would properly 
enter the appellant’s profit and loss ac- 
count for the year. The reason would be 
that the breach of the charter was an 
injury inflicted on the appellant’s trading 
making (so to speak) a hole in the 
appellant’s profits and the damages re- 
covered could not therefore be reason- 
ably or appropriately put by the appell- 
ant — in accordance with the principles 
of sound commercial accounting—to any 
other purpose than to fill that hole. 
Suppose, on the other hand, that one of 
the appellant’s vessels was negligently 
run down and sunk by a vessel belonging 
to some other shipowner, and the appell- 
ant recovered as damages the value of 
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the sunken vessel, I imagine that there 
could be no doubt that the damages so 
recovered could not enter the appellant’s 
profit and loss account because the de- 
struction of the vessel would be an injury 
inflicted, not on the appellant’s trading, 
but on the capital assets of the appell- 
ant’s trade, making (so to speak) a hole 
in them, and the damages could there- 
fore — on the same principles as before 
—only be used to fill that hole. 


“In the present case there can be no 
doubt that, when the appellant entered 
into the contract with the repairers, the 
consequences of a failure by the latter 
to deliver punctually, which were in the 
contemplation of both parties at the 
time, were that the appellant would be 
deprived of the opportunity of putting 
the vessel to immediate profitable use in 
his business. It was in respect of this 
deprivation that the damages were re- 
covered. The contemplated ‘hole’ in the 
appellant’s profits was unfortunately 
made, and in my opinion the damages 
recovered must go, as a matter of sound 
commercial accounting, to fill that ‘hole’, 
and therefore constitute a proper item 
of profit in the appellant’s profit and loss 
account.” 


It can be seen from the above re- 
marks that if the court had considered 
that the damage had been to the frame- 
work of the “profit-making apparatus” of 
the Burmah company the compensation 
would not have been assessable. It 
depends whether the damage is done to 
the profits or to the apparatus which 
makes them. 


Before leaving this test one matter of 
considerable importance needs to be con- 
sidered. It is this: if an item of com- 
pensation is expressed to be a certain 
part of the profit which would have been 
earned by the damaged party, or if the 
amount of damage is measured by refer- 
ence to the profits of a number of years’ 
or months’ trading, does the compensa- 
tion thereby automatically become assess- 
able? The answer is no, because it has 
been stressed time and time again in the 
courts that the measure which is adopted 
to determine the amount of a payment 
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dees not necessarily determine the 
quality of that payment. 


This was stressed in the House of 
Lords in the Glenboig Union Fireclay 
Co. Ltd. v. The Commissioners of In- 
land Revenue (1921) 12 T.C. 427. This 
case, the full detail of which need not 
concern us here, was about an item of 
compensation received by a company 
which owned certain tracts of land under 
which lay beds of fireclay. The com- 
pensation was received by the company 
in return for an undertaking by it not to 
extract the fireclay, and the revenue 
authorities sought to levy tax on the com- 
pensation because it had been expressed 
as profits which would have been gained 
had the clay been extracted. The follow- 
ing remarks of Lord Buckmaster explain 
the attitude of the court: 


“It is unsound to consider the fact that 
the measure, adopted for the purpose 
of seeing what the total amount should 
be, was based an considering what are 
the profits that would have been 
earned. That, no doubt, is a perfectly 
exact and accurate way of determin- 
ing the compensation, for it is now 
well settled that the compensation pay- 
able in such circumstances is the full 
value of the mimerals that are to be 
left unworked, less the cost of work- 
ing, and that is, of course, the profit 
that would be obtained were they in 
fact worked. But there is no relation 
between the measure that is used for 
the purpose of calculating a particular 
result and the quality of the figure that 
is arrived at by means of the applica- 
tion of that test. I am unable to regard 
this sum of money as anything but 
capital money...” 


The same problem had also been con- 
sidered in Van den Berghs’ case and the 
attitude of the House of Lords was the 
same. Lord Macmillan said: “but even 
if a payment is measured by annual 
receipts, it is not necessarily in itself an 
item of income.” 


The point to be noted is this: If an 
item of receipt is in truth a replacement 
of profit then it will be assessable in the 
hands of the recipient; but, the mere 
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fact that a sum of compensation is ex- 
pressed as being so many years’ profits 
does not thereby make it a receipt of 
income—its quality will have to be deter- 
mined by other criteria which may well 
indicate it to be of the nature of capital 
and therefore not assessable. 


2. Fixed or Circulating Capital 


Most accountants are thoroughly fa- 
miliar with this distinction between two 
types of business capital. The origin of 
this distinction lies with the English 
economist Adam Smith and its use in 
courts of law began with the famous case 
of Lee v. Neuchatel Asphalt Co. in 1889 
where the court was happy to adopt it 
as a ready-made test towards the solu- 
tion of a problem of company law which 
arose for the first time. Since that first 
use it has appeared many times, not only 
in company cases, but also where prob- 
lems of income taxation are to be solved. 
In the field which we are discussing it is 
used in this fashion: If the compensa- 
tion received stands in place of an item 
which formed part of the fixed capital 
of the taxpayer then the compensation 
will be of the nature of capital and there- 
fore not taxable. If the compensation re- 
places an item of circulating capital then 
it will probably be assessable in the hands 
of the recipient. 


This test would appear to most ac- 
countants as being capable of solving the 
majority of problems arising under the 
heading of compensation cases but the 
courts have never shown any particular 
preference for it although it is used from 
time to time. 


One of the judges used this test in 
deciding the case of Green y. J. Gliksten 
& Son Limited (1929) 14 T.C. 364. The 
company in this case traded in timber. 
A fire occurred on its premises in August, 
1921, and destroyed timber, the written 
down value of which in the company’s 
books was £160,824; the company’s 
valuation of its stock, based on cost or 
market value whichever was the lower, 
had been accepted for purposes of taxa- 
tion. The timber had been insured for 
many years and the company had been 
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allowed to deduct the insurance premiums 
in computing its assessable profits. In 
due course the company received from 
the insurers the sum of £477,838 repre- 
senting the replacement value of the 
destroyed timber, but only a small part 
of this timber was in fact replaced be- 
cause the current demand was for timber 
of a different character. The company 
accordingly credited in its profit and loss 
account as a trading receipt only 
£160,824 of the insurance payment; the 
balance did not appear in the profit and 
loss account but was entered as a reserve 
in the balance sheet. 


The House of Lords decided that the 
compensation should be assessed to tax 
in the company’s hands. The remarks of 
Lord Hanworth, M.R., in the Court of 
Appeal where it was also decided that 
the sum was assessable, are of particular 
importance for our present purposes. He 
said: 


“Messrs. Gliksten & Son Ltd., were 
traders in timber; it was their busi- 
ness to buy and sell timber, and it was 
a part of their business — ancillary 
perhaps — to take steps to insure their 
trade from the mischances which can 
be insured against ... They had a 
certain amount of fixed capital in their 
business, and they had a certain 
amount of circulating capital employed 
in the purchase of stock, which is 
enhanced against when the stock is 
sold. A part of that circulating capital 
was invested in timber. That timber 

might have been sold in the ordinary 

course of market — as a matter of 
fact, instead of being actually sold it 
was burnt. Under a contract of in- 
demnity, properly entered into for the 
purpose of safeguarding the possi- 

bilities of business in relation to it, a 

sum has been received in respect of 

the timber. That is once more a 

restoration to the actual circulating 

capital of a sum which had previously 

been invested in specie in timber . 

For the reasons I have given I think 

that it forms an ordinary item in 

respect of the circulating capital of the 
trading company which has to be 
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brought into the trading account and 
dealt with at its true value, and not at 
an artificial value, based upon the 
mode in which they estimate, for 
certain purposes, their book values of 
the timber actually in stock.” 


Lord Hanworth was also the Master 
of the Rolls when Van den Berghs’ case 
was decided and he there also adopted 
the distinction between fixed and circu- 
lating capital as a test to decide the tax- 
ability of an amount of compensation. 


There he said— 


“I have endeavoured in more than one 
case . . . to go through and try to 
find some principle on which the court 
might be advised to determine its case 
on one side of the line or the other, 
and I confess that at the present 
moment I still hold the view that the 
best test, although I doubt whether it 
will afford an answer in all cases, is 
whether or not the sum has been paid, 
or has been received, in respect of 
fixed or circulating capital.” 


3. Relative Size of the Amount Received 


This is probably the least important of 
the five tests we are considering, but 
there is always the possibility that the 
court will take into account the size of 
an amount of compensation in relation 
to the size of the taxpayer’s structure and 
operations. If the compensation is rela- 
tively large it is likely to be treated as a 
capital receipt; if it is relatively small 
then the probabilities are it will be treated 
as income. In Van den Berghs’ case 
Lord Macmillan acknowledged the poten- 
tial usefulness of this test. He said— 


“ 


. . Mr. Hills very properly warned 
your Lordships against being misled as 
to the legal character of the payment 
by its magnitude, for magnitude is a 
relative term and we are dealing with 
companies which think in millions. 
But the magnitude of a transaction is 
not an entirely irrelevant considera- 
tion. The legal disfinction between a 
repair and a renewal may be influ- 
enced by the expense involved.” 
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4. Term of the Contract Unexpired 
When Cancelled 


Frequently the courts have to con- 
sider the taxability of a sum received in 
respect of a cancelled contract and often 
they have placed stress on the term which 
the contract had to run when it was 
cancelled. Their reasoning seems to have 
been that if the contract had a consider- 
able period yet to run then the sum of 
compensation received should properly 
be regarded as of a capital nature. 


On the other hand if the unexpired 
term is short, say a year, then the com- 
pensation is viewed as standing in place 
of the remuneration which would have 
been received and is therefore to be 
treated as assessable income. 


These matters are illustrated by the 
case of Kelsall Parsons & Co. v. Com- 
missioners of Inland Revenue (1938) 21 
T.C. 608. In this case the appellants 
carried on business as agents on a com- 
mission basis for the sale in Scotland of 
the products of various manufacturers, 
and entered into agency agreements for 
that purpese. At the instance of the 
manufacturer concerned, one of the agree- 
ments, which was for a period of three 
years, was terminated at the end of the 
second year in consideration of payment 
to Kelsall Parsons & Co. of the sum of 
£1,500 as compensation. 


On appeal against an assessment to 
income tax the appellants contended that 
the said sum was a capital receipt and 
not a taxable profit. The General Com- 
missioners decided that the said sum 
should be included in the calculation of 
the taxable profits for the year in which 
it was received and this view was upheld 
by the Court of Session in Scotland. 
Lord Fleming after discussing the effect 
of the cancellation of the contract on the 
structure of Kelsall Parsons’ business 
said: 

“I wish to add that I attach import- 
ance to the fact that the agreement had 
only one year to run at the date of its 
termination. A different case would 
have arisen for decision if the agree- 
ment had been terminated when it had 
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still, say, a period of ten years to run. 
A payment made in respect of a loss 
to be sustained over a period of years 
may well have a different character 
from a payment made in respect of a 
loss to be sustained in the year in 
which the payment is received.” 


5. Accountancy Practices 

While not being of paramount im- 
portance in deciding the nature of an 
item of compensation, nevertheless the 
treatment which generally accepted ac- 
countancy principles would require could 
well be an important consideration. It 
would appear useless for a company to 
credit an item of compensation to its 
profit and loss account and then go and 
plead in court that it is really of a capital 
nature. Two extracts from judgments are 
of importance. 


Lord Warrington of Clyffe in Glikstens’ 
case said: 


“|. . it is some comfort to think that 
the decision we are giving is in accord- 
ance with the commercial practice, be- 
cause I notice that the chartered ac- 
countant who alone gave evidence on 
the point says that in his experience as 
a chartered accountant extending over 
twenty years the normal commercial 
method of dealing with moneys re- 
covered by a trader under a policy of 
insurance, in respect of stock destroyed 
by fire, was to include the actual 
amount received in the accounts as an 
ordinary trading receipt in the same 
way as the proceeds of an ordinary 
sale of stock.” 


In the Burmah Steamship case the 
Lord President of the Court said: 


“The reason would be that the breach 

of the charter was an injury inflicted 
on the appellant’s profits and the 
damages recovered could not there- 
fore be reasonably or appropriately 
put by the appellant — in accordance 
with the principles of sound com- 
mercial accountancy —to any other 
purpose thin to fill that hole.” 


Twice more in this judgment the Lord 
President referred to accountancy prac- 
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tices and thereby made it plain that he 
regarded them as of importance in decid- 
ing the nature of the compensation 
received. 


Some Special Problems of Agency 
Contracts 


In recent years there has been a num- 
ber of cases before the courts to decide 
the nature of compensation received for 
the cancellation of an agency contract. 
These have not always been easy to 
decide and as there seems to have been 
a development in judicial thinking in 
relation to them over the past 25 years 
we must devote some special care to this 
section of the law. 


The basic problems can be illustrated 
by two excerpts from judgments. Lord 
Moncrieff in Kelsall Parsons’ case said— 


“. . . There appears, however, to have 
been a general distinction drawn in the 
cases which may be helpful in solving 
any particular problem. That distinc- 
tion may perhaps be formulated as 
follows: (1) A contract may be made 
by a trader which is merely directed 
to result in trading profits being made; 
and (2) A contract may be made by 
a trader which is directed to regulate 
the conditions under which he is to 
carry on his trade.” 


He went on to point cut that if com- 
pensation were received in relation to the 
former it would be assessable; while in 
relation to the latter it would be capital. 


This fundamental principle was also 
lucidly enunciated by the Chairman of 
the Commonwealth Taxation Board of 
Review No. 1 in Case No. 1/1946. 
There it was said: 


“Where a person enters into a contract 
of agency (whether of indefinite dura- 
tion or for a limited term) for the sale 
of merchandise on behalf of his prin- 
cipal in consideration of the payment 
to him of an agreed remuneration, 
whether by way of a percentage com- 
mission or otherwise, the contract per 
se does not confer upon him a right 
to receive income but merely confers 

upon him a right by the exercise of 
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which he will be enabled to earn 
income. Consequently, compensation 
received by him for the breach or 
cancellation of the contract would be 
compensation for the loss of the right 
or opportunity to earn income. Such 
a receipt would in my opinion be of a 
capital and not of an income nature. 
There is ample support for this opinion 
as related to a case in which the 
agency of which the contract was 
broken or cancelled was the only, or 
substantially the only, business carried 
on by the agent (Barr, Crombie & Co. 
Ltd. v. 1.R. Comrs. 26 T.C. 406; 
Californian Oil Products Ltd. (in Liq.) 
v. F.C. of T. 52 C.L.R. 25). I can 
find no logical grounds for differentiat- 
ing between that case and a case such 
as this, in which the agency which was 
lost by breach of the contract was only 
one of about a dozen agencies held by 
the recipient of the compensation and, 
although important, did not constitute 
the major part of his agency business.” 


These two judgments, while expressing 
a fundamental principle, have been de- 
parted from in recent years by the courts 
primarily, it seems, on grounds that if 
an agent possesses a number of agencies 
the cancellation of one of them does not 
wreak great damage to his capital struc- 
ture and, in any event, should be regarded 
as a normal incident of that type of busi- 
ness. Consequently the “ttitude of the 
law now seems to be that compensation 
received in respect of the cancellation of 
an agency contract will be assessable un- 
less the agency was the sole one possessed 
by the agent or, at least, constituted the 
major part of his business. 


It is helpful to contrast the following 
two cases: 


In Barr, Crombie & Co. Ltd. v. Com- 
missioners of Inland Revenue (1945) 26 


' T.C. 406, the appellants held a shipping 


agency which provided them with 98 per 
cent of their income over a fairly long 
period of years. When this agency was 
cancelled the compensation received was 
held to be of a capital nature. In Kelsall 
Parsons’ case (supra) the compensation 
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received was for the cancellation of one 
of fourteen agencies held by the appell- 
ants and the amount was held to be 
assessable. 


To illustrate the present position of the 
law on this subject we can quote the 
case of Wiseburgh v. Domville (1956) 
1 All E.R. 754. 


Wiseburgh, a manufacturers’ agent, 
held agencies for twenty manufacturers 
altogether for widely varying periods be- 
tween 1939 and 1951. In 1948 he had 
two such agencies of which one was an 
agency under a written agreement termin- 
able by twelve months’ notice but likely 
to go on indefinitely. On July 1 of that 
year that agency was determined by the 
principals without due notice and the tax- 
payer thereby suffered a serious reduc- 
in his earnings. He brought an action 
for damages for breach of the contract 
and for commission due up to the breach. 
The aci‘on was settled, and the tax- 
payer recovered £4,000, which was ex- 
pressed to be damages for breach of 
agreement and costs, the claim for com- 
mission having been abandoned. 


The taxpayer was assessed to income 
tax on the £4,000 on the basis that it 
related to arrears of commission. The 
General Commissioners of Income Tax 
found that the £4,000 took the place of 
commission which the taxpayer would 
have earned if the employment had 
continued until 20 October, 1949 (when 
a notice given on 1 July, 1948, would 
have expired), and that it was therefore 
texable profits in his hands. 


The English Court of Appeal upheld 
this decision of the Commissioners. In 
the reasons of the court two matters were 
stressed: (1) The loss of the agency was 
one of the incidents of the taxpayer’s 
business; and (2) The loss of the agency 
did not destroy the business (or a sub- 
stantial part thereof) and thus was not 
the loss of an enduring capital asset. 


It can be summed up, perhaps, by say- 
ing that compensation received for the 
cancellation of an agency contract should 
be regarded as assessable income unless 
the court can be satisfied that the “profit- 
making apparatus” has suffered lasting 
damage. 





Methodology of Study 


STUDENTS’ SECTION 


By K. C. McKENNA, B.Com.(Hons.), B.Ed.(Hons.), A.A.S.A. 


ts essential rules of study can be 
condensed into a formula S.Q.3R: 
Survey, Question, Read, Recite, Review. 
All five steps are essential to effective 
study. 

SURVEY 


(a) Book: Get an overall picture of 
what you are going to study before under- 
taking detailed study, in the same way 
that an engineer has a general survey 
made of terrain before starting construc- 
tion of a road. Thus survey the whole 
work, preface, table of contents, read 
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chapter summaries and get to understand 
the overall organisation. 


(b) Chapter: Survey a chapter more 
carefully than you have surveyed the book 
paying particular attention to various 
headings, the guide posts used by the 
author. They make clear what the main 
subject of each section is about. Pay 
attention to the order of the headings. It 
is essential to do plenty of survey work 
before ploughing in to the detailed exposi- 
tion without a map or plan. 
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QUESTION 


You remember better what you learn 
in answer to a question than things just 
read or memorised. This is because your 
reading becomes more purposeful. When 
you see a heading, questions should come 
to your mind. To acquire this skill will 
take practice. At first you will probably 
need io write your questions down; later 
they will arise almost unconsciously and 
be solved as you continue to read. Authors 
too, frequently use questions and you 
should be alert to them and use them. 


READ 


Many students put this first but it 
should not be undertaken until the terrain 
has been surveyed and the path has been 
mapped out by questions. The purpose 
of reading is to select the important land- 
marks and points of interest so that they 
can easily be found later when the reading 
excursion is made more hurriedly (re- 
view) 0x pointed out to someone else 
(recitation and examination). 


Many students get lost while reading 
and fail to recognise the important con- 
cepts and conclusions. It is essential to 
read actively, not passively as if reading 
a novel. You must be alert by reading to 
answer the questions you have asked your- 
self or those of the author. Challenge 
yourself as you read to test your under- 
standing. 


Note important words or phrases that 
are italicized. You must stop and take 
heed as they are something more import- 
ant than the surrounding material. It is 
necessary to read everything, illustrations, 
tables, graphs as well as the main text. 


Sometimes a mere glance at 2a illustra- 
tion will tell vividly what a whole page 
of a book is about. In other cases illustra- 
tions convey information that cannot be 
expressed easily in words. Tables also tell 
a story if trouble is taken to read and 
compare the different columns. 


RECITE 


This is an effective device for learning 
while reading a book. It means to stop 
periodically and try to recall to yourself 
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what you have read. Can you give a 
synopsis of your reading without looking 
at the pages. Check to see if you have 
covered everything. If not, note your 
omissions and errors and a little later 
recite again. When you review for exame 
inations, again make recitation an integral 
part of your study procedure. 


The amount of recitation depends on 
the material you are studying. Recitation 
would be as high as 90% of study time 
if learning disconnected material and, 
perhaps, 20-30% for well-organised 
material. For most text books about 50% 
is a good estimate. 


Time spent in recitation actually saves 
time because the amount you remember 
by reciting is so great that you don’t have 
to spend nearly so much time later in re- 
reading the material and reviewing it for 
examinations. Don’t recite too often; to 
wait until you have finished a chapter is 
usually to wait too long. 


Reciting also helps to keep your atten- 
tion on your book and enables you to 
correct mistakes or misunderstandings. 


REVIEW 


A review is a survey of what should 
have been done already, not what it is 
proposed to do. The first time to review 
is immediately after you have studied 
something; for example, after you have 
read a chapter, reciting between each of 
its sections, you should immediately go 
back and review it. It is wise to have one 
or two reviews between the first review 
and the final review before examination. 
The first review should emphasise recita- 
tion and the later review re-reading more 
than recitation. They are to remind you 
of some of the fine points or examples 
that pertain to the main points you have 
summarised in your notes and now have 
clearly in your mind. The final review 
before an examination should emphasise 
recitation, paying particular attention to 
the earlier material which has had more 
chance to fade in the memory. Review- 
ing should not be crammed into the last 
few hours before examination. Have your 
review periods well spaced. 
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TH object of the Award is to encourage 
members of the Society to undertake re- 
search on accountancy problems which will 
have beneficial results for the accountancy pro- 
fession both in Australia and elsewhere. 


The first award, covering a period of five 
years to 30 September, 1957, was made to 
Mr. S. R. Brown for his treatise “Costs and 
Prices” and it was hoped that this success 
would encourage members to produce treatises 
of an equally high standard. 


The second award covered the three year 
period to 30 September, 1960, and General 
Council regrets to announce that, in its 
opinion, no treatise written during that period 
was of a nature or of a standard which justi- 
fied an award being made. This is disappoint- 
ing and General Council looks forward to a 
number of treatises being considered to be 
meritorious contributions to accounting litera- 
ture during the next period of three years 
which will end on 30 September, 1963. 


Details of the conditions governing the 
award are set out below. 


CONDITIONS OF AWARD 


1. Nature of Award 


The award is known as “The Australian 
Society of Accountants Treatise Award.” It 
consists of a mounted gold medal and a 
citation. Where the award is made to joint 
authors each will receive a medal and a 
citation. Where two works are judged to be 
of equal merit, a joint award may be made, 
and each author will receive a medal and a 
citation. The General Council reserves the 
right to withhold the award if the Committee 
of Award should be of the opinion that no 
treatise submitted comes up to the standard 
of their requirements. 


2. Eligibility 

The award is open to all members of the 
Australian Society of Accountants. To be 
eligible for the award a treatise must be a 
work on accounting and 


(a) in the case of published works, be the 
first edition of any work whose first pub- 
lication has been in Australia within the 
period in respect of which the award is to 
be made. Any such treatise not published 
as a book, or in a Society publication 
must be submitted to the General Regist- 
rar within the period of the award in 
order that it should receive consideration; 


AUSTRALIAN SOCIETY OF ACCOUNTANTS 


TREATISE AWARD 


(b) in the case of unpublished works, be the 
works of author(s) which have not been 
submitted for publication outside Aus- 
tralia. Such works must be submitted to 
the General Registrar within the period in 
respect of which the award is to be made. 


3. Length 

No limit is placed on the length of treatises, 
but consideration will not be given to any 
work of less than 5,000 words. 


4. Copyright 

The General Council of the Society shall 
have the right to publish in a pubiication of 
the Society, but with acknowledgement of 
authorship, the whole or any part of the 
successful treatise which has not been pub- 
lished at the date of the award. Such pub- 
lication shall not be deemed to be an infringe- 
ment of the copyright, which shall remain the 
property of the author. 


5. Judges 

Awards will be made on the advice of a 
Committee of Award, consisting of three per- 
sons appointed by the General Council of the 
Society. The decisions of the Committee of 
Award on the merits of any work defined in 
clause 2 shall be final. An award will not be 
made if the Committee is of the opinion that 
no treatise is of sufficient merit to justify it or 
for any other reason determined by General 
Council. 


6. Basis of Award 

Awards will be made primarily on the sub- 
ject matter of the treatises submitted, but the 
Committee of Award will also be empowered 
to take into consideration originality of treat- 
ment, lay-out, literary style and general utility. 


7. Mechanical Requirements 

All unpublished treatises must be typed on 
foolscap paper, double spaced, with left hand 
margin. 
8. Facsimile Reproduction 

The publisher and author of the winning 
treatise will have the right to reproduce a 
facsimile of the medal, accompanied by pre- 
scribed wording referring to the award, in 
publishers’ advertisements and in later editions 
(if the works have already been published) of 
the prize-winning treatise. 


9. Periods of Awards 

Awards are made in respect of each three- 
year period. The third award will be for the 
period from 1 October, 1960 to 30 September, 
1963. 
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copystat? 
ricopy? 
mirdi? 
ricohfax? 
tri-combi ? 
























copies cost less! 


When you have a copying machine. These days every 

office should have one (ask any user). The question is which 
one and where to get it. This is where we come in — we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 1%d. (qto), 2¥ed. (fscap) and 434d. (brief) 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range — 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 





1. New RICOPY 333, lower priced 


mode! for lowest cost copying. A word here about the world-exclusive COPYSTAT TRI- 


COMBI. ‘This 3-in-1 machine has everlasting. lamps and 


makes photocopies, low cost copies and long-run 
JUST RELEASED offset printing plates. 


Another range of all-Australian machines is the MIRDI 


2. All-electric MIRDI 159 copies every (aptly named after the aboriginal word for speed). Five 
detail. Brief size (f/scap from £88). MIRDI models are priced from £88 to suit the smallest office. 





We are specialists. If your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and where 
to solve your copying problem. 


L.W.BAGLEY P-L”. 


245 Pacific Highway, North Sydney. XB 5948 
2 Racecourse Road, North Melbourne. 34-9085 
98 Ivory Street, Brisbane. 27-646 
Leal Ltd., 185 Flinders St., Adelaide. W 1818 


S. B. Hopwood, 107 George St., Launceston. 2-4731 
Office Appliances, 168 George’s Tce., Perth. 23-3994 
Johnson & Hey, 58 Hunter St., Newcastle. 2-4568 
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INDEPENDENT DUAL 
FRONT FEED, PLU 
BACK FEED 





REMINGTON RAND- CHARTER REMINGTON RAND. CHARTS 
SYSTEMS SERVICE MECHANICAL SERVICE 








Remington. Fland -Chartees Pry. Limited 


SYDNEY MELBOURNE BRISBANE ADELAIDE HOBART LAUNCESTON 
Cnr. Liverpool 334 City Rd, 296 Wickham St, 29 Grenfell St, 9 Argyle St, 84 Charles St 
& Nithsdale Sts, 69-0660 fg es W-4631 2-2886 B-2358 
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Review of Proposed Alterations to State Company Law 
Embodied in the Draft Companies Bill 


PART Il — ACCOUNTING AND WINDING-UP 





This review has been prepared to 
provide members of the Society with 
authoritative information on the Draft 
Uniform Companies Bill and as a guide 
to its possible effects. Part 1, which 
dealt with the Secretarial and Legal pro- 
visions of the Draft Bill, appeared in 
the November issue of “The Australian 
Accountant.” 











3. ACCOUNTING 


By T. R. JOHNSTON 


LL.M., B.Com.(N.Z.), Ph.D.(Cantab.); 
F.A.S.A., Reader in Accountancy, Uni- 
versity of Melbourne. 


I— ACCOUNTING AND OTHER 
RECORDS 

General Requirement 

Every company and its directors and 
managers must cause to be kept such account- 
ing and other records as will explain the 
transactions and financial position of the com- 
pany and enable true and fair profit and loss 
accounts and balance sheets (and any docu- 
ment required to be attached thereto) to be 
prepared. These records must be: 

(a) kept in the English language; 

(b) kept in such manner as to enable them 
to be conveniently and properly audited; 

(c) retained for seven years after the com- 
pletion of the transaction or operation to 
which they relate; 

(d) kept at the registered office of the com- 
pany, or at such other place as the direct- 
ors think fit; and 

(e) open for inspection by the directors. 

{Section 161 (1)-(3).] 

If the records are kept at a place outside 
the State there must be sent to and kept at a 
place within the State such statements and re- 
turns regarding the business dealt with in those 
records as will enable the preparation of true 
and fair profit and loss accounts and balance 
sheets (and documents required to be at- 
tached). The statements and returns must at 
all times be open to inspection by the direct- 
ors. [Section 161(4).] 

The court may in any particular case order 
that the records be open to inspection by a 
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registered company auditor acting for a 
director, but only upon his undertaking that 
information acquired during the inspection 
shall not be disclosed except to the director. 
[Section 161(5).] 


Proper Accounts Not Kept Prior to an 
Investigation or Winding Up 

Section 303 provides for penalties where it 
is shown that proper books of account have 
not been kept for two years prior to a wind- 
ing up or investigation under the Act (or 
since incorporation if less than two years); 
and an elaborate definition is given of what 
are deemed to be proper accounts for this 
purpose. 


II BALANCE SHEET AND PROFIT AND 
LOSS ACCOUNT 
General Requirement 

The directors of every company must, not 
later than eighteen months after incorporation 
of the company and subsequently once at 
least in every calendar year (at intervals of 
not more than fifteen months) lay before the 
company in general meeting a balance sheet 
and a profit and loss account. “Profit and 
Loss Account” includes Income and Expendi- 
ture Account. [Section 5(1).] The profit and 
loss account must be for the period since the 
preceding account, or since the date of incor- 
poration, and must be made up to the date at 
which the balance sheet is made out; this date 
must not be earlier than the date of the meet- 
ing by more than six months. (The Registrar 
may, if he thinks fit, on the application of the 
company extend the periods of eighteen 
months and six months mentioned.) [Section 
162 (1)-(3).] 

Every balance sheet must give a true and 
fair view of the state of affairs of the com- 
pany as at the end of the period to which it 
relates, and every profit and loss account must 
give a true and fair view of the profit or loss 
of the company for the period of accounting 
as shown in the accounting and other records 
of the company. Without affecting the gene- 
rality of the foregoing, every balance sheet 
and profit and loss account must comply with 
the requirements of the Ninth Schedule so far 
as applicable thereto. [Section 162(11).] The 
requirements of the Ninth Schedule are sum- 
marised on p. 666. 


Audit 


The balance sheet and profit and loss ac- 
count of every company, other than an exempt 
proprietary company whose members have 
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unanimously agreed under Section 165 not to 
appoint an auditor, must be audited before 
being laid before the company in general 
meeting. [Section 162(4).] 

(The requirements of Sections 165-7 relating 
to auditors and their reports are treated below 
on p. 664.) 


Declaration by Secretary 

A statutory declaration by the secretary of 
the company verifying to the best of his know- 
ledge and belief the correctness of the balance 
sheet and profit and loss account must ac- 
company every balance sheet and profit and 
loss account laid before the company in gene- 
ral meeting. [Section 162(13).] 


Statement on Behalf of Directors 

A statement signed on behalf of the direct- 
ors by two directors of the company (or the 
sole director of a proprietary company) must 
accompany every balance sheet and profit and 
loss account of a company. This must state 
that the profit and loss account and balance 
sheet are properly drawn up so as to show a 
true and fair view respectively of the results 
of the business of the company for the period 
covered by the account, and of the state of 
affairs of the company as at the end of that 
period. [Section 162(12).] 


Directors’ Report 

The directors must cause to be attached to 

every balance sheet a report by or on their 

behalf with respect to the state of the com- 
pany’s affairs. This must state: 

(i) whether or not in their opinion the re- 
sults of the company’s operations in the 
period covered by the profit and loss ac- 
count have been materially affected by 
“items of an abnormal character”; 

Without affecting the generality of the 
expression, “items of an abnormal 
character” include: 

(a) any change in accounting principles 
adopted since the lasg report; 

(b) any transfers to or from reserves or 

provisions; 

(c) any writing off of 
amounts of bad debts; 

(d) any substantial increase or decrease 
in the value of trading stock owing 
to a change in the basis of valua- 
tion of the whole or any part of the 
trading stock; 

(e) any item of an unusual nature or 
value which appears in the ac- 
counts; and 

(f) absence from the accounts of any 
material item usually included 
therein. 

(ii) the amount, if any, which has been paid 
or declared or which they recommend 
should be paid by way of dividend; 

(iii) the amount, if any, which they propose 
to carry to the reserve fund, general re- 
serve or reserve account shown specific- 


~" 


substantial 


662 





ally on the balance sheet, or to be 
shown on a subsequent balance sheet; 

(iv) where they are of the opinion that any 
current assets would not realise the 
value at which they are shown in the 
accounts, their opinion as to the amount 
those assets might reasonably be ex- 
pected to realise in the ordinary course 
of business; 


(v) where any option has been granted dur- 
ing the period covered by the profit and 
loss account to take up unissued shares— 
(a) except when the option has been 
conferred generally on all holders 
of shares or debentures of the com- 
pany the names of the persons to 
whom the option has been granted; 

(b) the number and class of shares in 
respect of which the option has 
been granted; 

(c) the date of the expiration of the 
option; 

(d) the basis upon which the option 
may be exercised; and 

(e) whether the person to whom the 
option has been granted has any 
right to participate by virtue of the 
option in any share issue of any 
other company; 


(vi) in respect of options to take up un- 
issued shares granted before or during 
the period to which the report relates: 
(a) particulars of shares issued during 
that period by virtue of such an 
option; and 

(b) the number and class of unissued 
shares of the company under option 
at the end of the period, the price 
(or method of fixing the price) of 
issue of those shares, the date of 
expiration of the option, and the 
rights (if any) of the persons to 
whom the options have been granted 
to participate by virtue of the 
options in any share issue of any 
other company. [Section 162 (5)- 
(10).] 


Right to Receive Copies of Statements and 
Auditors’ Report 

A copy of every profit and loss account and 
balance sheet (including every document re- 
quired to be attached) which is to be laid 
before a general meeting, accompanied by a 
copy of the auditors’ report (if any), must not 
less than seven days before the date of the 
meeting be sent to all persons entitled to re- 
ceive notice of general meetings. [Section 
164(1).] 

Any member, whether or not entitled to 
have sent to him copies of the profit and loss 
accounts and balance sheets and to whom 
copies have not been sent, and any holder of 
debentures, on request to the company, must 
be furnished without charge with a copy of 
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the last profit and loss account and balance 
sheet including every document required to be 
attached and the auditors’ report (if any). 
[Section 164(2).] 


Copy of Statements to be Included in 
Annual Return 

Except where the company is an exempt 
proprietary company (on the date of the re- 
turn, and since the date of the last previous 
return, its incorporation or the commencement 
of the Act) or a life insurance company, the 
annual return must include a copy of the last 
audited balance sheet and profit and loss ac- 
count, of every document required by law to 
be annexed or attached thereto, and of the 
report of the auditors. (8th Schedule.) 


Holding Companies 

Clause 4 of the Ninth Schedule provides for 
annexing to the statements of a holding com- 
pany either consolidated statements for itself 
and its subsidiaries or separate statements for 
each of the subsidiaries. 

But it is to be noted that in its present form, 
sub-clause (5) states that these requirements 
apply only to subsidiaries to which Section 6 
(a) (iii) applies, that is, to subsidiaries in 
which the holding company holds more than 
half the issued capital (excluding any capital 
which carries no right to participate beyond a 
specified amount in a distribution of either 
profits or capital). This sub-clause (for which 
there is no equivalent in Victorian or United 
Kingdom legislation) obviously restricts very 
greatly the application of the requirements of 
the rest of the clause as all other ty of sub- 
sidiaries (including all sub-subsidiaries) are 
excluded. 

The provisions of the remainder of clause 4 
are as follows: 

(i) There must be annexed to the profit and 
loss account of every holding company 
either separate profit and loss accounts 
of each subsidiary, or a consolidated 
profit and loss account of the holding 
company and its subsidiaries, eliminating 
all inter-company transactions; and to 
the balance sheet either the separate 
balance sheets of each subsidiary or a 
consolidated balance sheet. [Clause 
4(1)(3).] 

(ii) The name and place of incorporation of 
each subsidiary to which these provisions 
apply must be clearly stated by way of 
note or otherwise either in the profit and 
loss account of the holding company, 
the consolidated profit and loss account, 
or the separate profit and loss account of 
that subsidiary. [Clause 4(2).] 

(iii) All profit and loss accounts and balance 
sheets must be in the same form as 
those of the holding company and be 
accompanied by the auditors’ report 
thereon. [Clause 4(4).] 

(iv) For a subsidiary company incorporated 

outside the State (whether or not it has 
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a place of business within the State) it is 
sufficient if the separate profit and loss 
account or balance sheet is in such form, 
is reported upon by auditors, contains 
such particulars, and includes such docu- 
ments as the company is required to 
make out and lay before the company in 
general meeting by the law for the time 
being applicable to the company in its 
place of incorporation. [Clause 4(5).] 


Iii — AUDIT 


Companies Auditors Board 

Provision is made in Section 8 for a Board, 
the functions of which are to report to the 
Minister on matters relating to Part VI of the 
Act (Accounts and Audit) and to effect and 
control the registration of company auditors 
and liquidators as prescribed in Sections 8-11. 
The Board is to consist of three members: a 
legal practitioner of not less than five years’ 
standing who will be chairman, and two mem- 
bers selected from panels of three names 
nominated by the State Council of the Insti- 
tute of Chartered Accountants and Council of 
the State Division of the Australian Society 
of Accountants respectively. 


Eligibility for Appointment as Auditor 
A person must not consent to be appointed 
and must not act as auditor, and must not pre- 
pare any report required by the Act to be pre- 
pared by a registered company auditor: 
(a) if he is not a registered company auditor; 
(b) if he is indebted to the company or a 
“related corporation” under Section 6(5) 
in an amount exceeding £500; or 
(c) except where the company is an exempt 
proprietary company, if he is 
(i) an officer of the company (“officer” 
includes “employee”) [Section 5 
(1)]; 
(ii) a partner, employer or employee of 
an officer of the company; or 
(iii) a partner or employee of an em- 
ployee of an officer of the com- 
pany.” [Section 9(1).] 


For the purposes of the foregoing require- 
ment a person is deemed to be an officer of a 
company — (a) if he is an officer of a cor- 
poration that is deemed to be a “related cor- 
poration” under Section 6(5), or (b) if he has 
at any time within the preceding twelve 
months been an officer of the company or 
such a corporation. [Section 9(2).] 


A person is not deemed to be an officer by 
reason only of his being auditor of a corpora- 
tion, or for any purpose relating to taxation a 
public officer of a corporation. [Section 9(3).] 





(1) Paragraph (c) does not apply to any per- 
son appointed as auditor of a proprietary 
company before the commencement of the 
Act until the expiration of twelve months 
after the commencement of the Act or the 
expiration of his term of appointment. 

[Section 4(6).] 
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A firm is not eligible under the above pro- 
vision unless all the members resident in Aus- 
tralia are eligible, and where the firm is not 
registered as a firm under the law of the State, 
a return showing the full names and addresses 
of all partners has been lodged with the Regis- 
trar. [Section 9(4).] 

No person or firm may be appointed as 
auditor unless they have consented in writing 
prior to the appointment. [Section 9(6).] 


Registration of Auditors 

The following are entitled on payment of 
the prescribed fee to be registered as company 
auditors, or if registered, to renewal of regis- 
tration if the Board is satisfied with their gene- 
ral conduct and character: 

(a) company auditors licensed or registered 
under the repealed Act or any corres- 
ponding previous enactment; 

(b) members of the Institute of Chartered 
Accountants in Australia or of the Aus- 
tralian Society of Accountants or of any 
other body established outside Australia 
prescribed or recommended by the Board; 

(d) holders of a degree or diploma from any 
university in the Commonwealth who 
have passed examinations in such subjects 
as the appropriate authority of the uni- 
versity certifies to the Board to represent 
a three years’ course of study in account- 
ancy or auditing and two years in com- 
mercial law (including company law); 

(e) holders of a certificate in accountancy of 
a prescribed institute of technology or 
technical college; 

(f) persons who have satisfied the Board that 
they have a thorough knowledge of ac- 
counts, auditing, the provisions of the Act 
and such other subjects as are prescribed. 
[Section 9(7).] 

Persons registered as company auditors 
under the repealed Act immediately before the 
commencement of the Act are deemed to be 
registered as company auditors on the date of 
the commencement of the Act. [Section 9(8).] 

Every registration or renewal is to be in 
force until 31 March of the following year. 
[Section 9(10).] 

The Board after giving notice to a registered 
company auditor may inquire into his conduct, 
character and abilities, but must not do so 
without giving the person an opportunity to be 
heard. [Section 9(11).] 

Provisions are made for the form of hear- 
ings and inquiries conducted by the Board and 
the punishment which may be imposed. [Sec- 
tion 9(12)-(16).] 


Appointment of Auditors 

A company [other than an exempt proprie- 
tary company complying with the require- 
ments of Section 165(10)] must at each 
annual general meeting appoint an auditor or 
auditors who (subject to the provisions relat- 
ing to removal) shall hold office until the next 
annual general meeting. [Section 165(2).] 
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The first auditors may be appointed at any 
time before the first annual general meeting 
by the directors (or if they do not appoint, by 
the company in general meeting, and such 
auditors hold office until that meeting. [Sec- 
tion 165(1).] 

Except where the auditors are removed 
under Section 165(4) [refer below] the direct- 
ors may fill any casual vacancy but while such 
vacancy continues the surviving or continuing 
auditor (if any) may act. [Section 165(3).] 

If a company does not appoint an auditor 
the board may on the application in writing of 
any member make the appointment. [Section 
165(11).] 

No person may be appointed auditor at an 
annual general meeting unless — 

(a) he held office as auditor immediately be- 
fore the meeting; or 
(b) notice of his nomination was given to the 
company by a member not less than 21 
days before the meeting. 
Where notice of nomination of an auditor is 
received by a company a copy must be sent 
not less than seven days before the meeting to 
the person nominated, to each auditor (if 
any), and to all persons entitled to receive 
notice of general meetings. (Provision is made 
for waiving the requirements of 21 days and 7 
days where after notice has been given a 
meeting is called for a date less than 21 days 
from the date of the notice as long as notice 
of the nomination is sent to each person with 
the notice of the meeting.) [Section 165(12)- 
14).] 


Exempt Proprietary Companies. It is not 
necessary for an exempt proprietary company 
to appoint an auditor if — 

(a) all members of the company have agreed 
at or before the meeting that it is not 
necessary for the company to appoint an 
auditor at that meeting; and 

(b) the secretary of the company has re- 
corded a minute to that effect in the book 
containing the minutes of general meet- 
ings of the company. [Section 165(10).] 

Removal of Auditor 

As mentioned above, to appoint a person 
other than the retiring auditor, notice of 
nomination of the other person must be given 
not less than 21 days before the annual general 
meeting. [Section 165(12).] 

An auditor may only be removed during 
1is term of office by resolution of the com- 
pany at a general meeting of which special 
notice has been given. [Section 165(4).] 

When special notice of such a resolution is 
received by a company it must forthwith send 
a copy of the notice to the auditor concerned 
and to the Companies Auditors Board. The 
auditor may then within seven days make 
representations to the company and request 
that, prior to the relevant meeting, a copy of 
the representations be sent to every member 
to whom notice of the meeting is sent. [Sec- 
tion 165(5).] 
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NEW! B& P pocket : 


shape envelopes — are 
three ways better... 


cost no more 


MANILLA POCKET SHAPE ENVELOPES 


NEW SEALING STRENGTH ! 
New shape flap is spread liberally from edge to 


edge with the greatest area, greatest quantiiy of 
clean, clear gum. Goldentone envelope flaps 
seal instantly, surely, securely. 


NEW COLOUR! 


Goldentone . . . a mew concept in colour ... 
harmonises well with any colour overprint. 
B & P’s Colour Design Service will gladly pre- 
pare colour sketches without obligation to show 
you how Goldentone can compliment your 
trademark, advertising and packaging design. 


NEW SHAPE ! 


Goldentone brings envelope design right up to 
date. New shape with modern side-seams gives 
a large flat area for clearer typing, easier ad- 
dressing on typewriter or addressing machine. 


Ten standard sizes from 9” x 4” to 12” x 10”. 


For FREE SAMPLES please phone 


BESLEY & PIKE 
PTY. LTD. 


(Inc. in Old.) 
Manufacturers of the largest range of 
Envelopes in Australia. 

SALES OFFICES IN FIVE STATES : 


QLD. — 93 Alfred St., Fortitude Valley. 52151 
N.S.W. — 13 Meeks Rd., Marrickville. 51 3791 
VIC. — 324 Spencer St., Melbourne C1, 30 3016 


and in Hobart and Adelaide. 


Made in Australia 






from 








Australian materials 
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UL SAAR 


CAPEL NATIONAL 
FUND INCORPORATED 


(A Private Enterprise Company) 










is sponsored by The National Bank of Australasia Limited and 
J. B. Were and Son 





Its main objective is to provide investors with steady growth of capital. 


An investment in the Fund lends itself for recommendation to your clients 
because:— 






@ The Management Company has the necessary skills to decide not 
only which are the best companies in which to invest but also when 
investment should be made. 






@ The investor has a minimum of paper work to handle — one 
application form and one cheque. 








@ Any sum of £25 or more may be invested as there is no disadvantage 
in holding an odd number of shares. 


@ Availability of shares on issue at any time provides an ideal channel 
for the periodic investment of accumulated funds. 








@ Dividends may be automatically re-invested in the Fund. 















@ Estate settlement is simple as shares may be redeemed at any 
time at a price based entirely on the value of the Fund’s assets. 






@ Any branch of The National Bank is equipped to answer queries 
on the Fund and to receive applications or requests for redemption. 






The prospectus may be obtained from:— 


Any Branch of The National Bank of Australasia Limited 
Any member of a recognised Stock Exchange, or 
The office of:— 






C.N.F. Managers Limited, 
P.O. Box 2050S., 
MELBOURNE. 
(Telephone: 61 3568) 
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Unless the Board on the application of the 
company otherwise orders, the company must 
send a copy of the representations as re- 
quested, and the auditor (without prejudice to 
his right to be heard orally) may require that 
the representations be read out at the meeting. 
[Section 165(6).] 


Where an auditor is removed from office in 
this way, either 
(a) the company may at the meeting by 
special resolution appoint another person 
nominated at the meeting as auditor; or 


(b) the meeting may be adjourned to a date 
not earlier than 20 days nor later than 30 
days after the meeting, and the company 
may, by ordinary resolution, appoint as 
auditor another person of whose nomina- 
tion notice has been received by the com- 
pany at least ten days before the ad- 
journed meeting. [Section 165(7).] 


A company must forthwith after removal of 
an auditor under the above provisions give 
notice in writing of the removal to the Board, 
and if the company does not appoint another 
auditor [under Section (7)] the Board must 
appoint an auditor. An auditor appointed on 
the removal of another auditor under these 
provisions will hold office until the next annual 
general meeting. [Section 165(9).] 


Remuneration of Auditor 


The fees and expenses of an auditor ap- 
pointed by the company in general meeting 
must be fixed by the general meeting, or if 
authorised by members at the last preceding 
annual general meeting, by the directors. 


The fees and expenses of an auditor ap- 
pointed by the directors or by the Board may 
be fixed by the directors or the Board as the 
case may be, or as provided above in the case 
of an auditor appointed by the annual general 
meeting. [Section 165(15).] 

The amount of the remuneration paid to or 
receivable by the auditor for his services as 
auditor must be shown in the profit and loss 
account. [9th Schedule Clause 1(m).] 


Emoluments Other Than for Auditing Ser- 
vices. If a company is served with a notice by 
at least ten per cent of the number of mem- 
bers, or by holders of not less than ten per 
cent of the nominal value of the issued capital, 
requiring particulars of all emoluments paid 
to an auditor (or his partner, employer or em- 
ployee) by the company or any subsidiary in 
respect of services other than auditing services 
rendered to the company, the company must 
forthwith prepare a statement of such emolu- 
ments for the preceding year, forward a copy 
of the statement to all persons entitled to re- 
ceive notices of general meetings, and lay such 
a statement before the company in general 
meeting. [Section 166.] 


Report of Auditor 


Every auditor must report to members as to 
the accounting and other records (including 
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registers) examined by him; and every balance 

sheet and profit and loss account laid before 

the company in general meeting during his 
tenure of office. 

He must affirmatively state in his report 
whether in his opinion the records, registers, 
balance sheet and profit and loss account are 
properly drawn up or kept in accordance with 
the provisions of the Act so as to give a true 
and fair view of the state of the company’s 
affairs. [Section 167(1).] 

He must also state in his report (and give 
particulars of any failure or shortcomings in 
respect of the matters mentioned): 

(a) if he has not obtained all the information 
and explanations that he required; 

(b) if, in his opinion, proper accounting and 
other records, including registers have not 
been kept by the company; 

(c) if, in his opinion, the returns submitted 
from branches not visited are inadequate; 

(d) if, in his opinion, according to the best of 

his information and the explanations given 

to him and as shown by the accounting 
and other records of the company: 

(i) the profit and loss account is not in 
agreement with the company’s ac- 
counting and other records or is not 
properly drawn up so as to give a 
true and fair view of the results of 
the business of the company for the 
period of accounting; and 

(ii) the balance sheet is not in agreement 
with the company’s accounting and 
other records or is mot property 
drawn up so as to give a true and 
fair view of the state of the com- 
pany’s affairs at the end of the period 
of accounting; and 

if, in his opinion, according to the best of 

his information and the explanations 

given to him, the accounting and other 
records (including registers) the balance 
sheet and profit and loss account do not 
give the information required by the Act. 

[Section 167(2).] 

The auditor’s report must be attached to the 
balance sheet and profit and loss account, 
must, if any member so requires, be read be- 
fore the company in general meeting, and 
must be open to inspection by any member. 
[Section 167(4).] 


Statutory Rights of Auditor 

The auditor has a right of access at all times 
to the accounting and other records (including 
registers) of the company and is entitled to 
require from the officers of a company such 
information and explanations as he desires for 
the audit. [Section 167(3).] 

The auditor is entitled to attend any general 
meeting and to receive all notices and other 
communications relating to any general meet- 
ing which any member is entitled to receive 
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and to be heard at any general meeting on 
any point of business which concerns him as 
auditor. [Section 167(5).] 

Refusal or failure by an officer to allow an 
auditor to exercise his rights, or hindrance or 
obstruction of an auditor in the performance 
of his duties is an offence under the Act. [Sec- 
tion 167(6).] 

(Other statutory rights under Section 165 
are mentioned above under the heading “Re- 
moval of Auditor.”) 


Summary and Explanation of Ninth 
Schedule 


A. — PROFIT AND LOSS ACCOUNT 


CREDITS 

1. Net balance of profit and loss on the com- 
pany’s trading. [Clause 1(a).] a 

2. Income from investments in subsidiaries. 
[Clause 1(b).] othe 

3. Income from other investments distinguish- 
ing between (a) income from shares and 
debentures dealt in on any prescribed 
Stock Exchange in the Commonwealth, and 
(b) income from other sources. [Clause 
1(c).] 

4. Any profit (or loss) from sale or revalua- 
tion of fixed or intangible assets if brought 
into account in determining the company’s 
profit or loss. [Clause 1(f).] 

5. Amounts, if material, withdrawn from re- 
serves. [Clause 1(g).] 

6. Amounts, if material, withdrawn from pro- 
visions (other than provisions for deprecia- 
tion, renewals, or diminution in value of 
assets) and not applied for the purpose 
thereof. [Clause 1(h).] 

DEBITS . 

1. Amounts, if any, charged for depreciation 
or amortisation on — (i) investments; (ii) 
goodwill; (iii) fixed assets. [Clause 1(d).] 

2. Amount of the interest on the company’s 
debentures and other fixed loans. [Clause 
1(e).] 

3. Amounts, if material, set aside or proposed 
to be set aside to reserves. [Clause 1(g).] 

4. Amounts, if material, set aside to pro- 
visions (other than provisions for deprecia- 
tion, renewals or diminution in value of 
assets). [Clause 1(h).] 

5. Amounts respectively provided for re- 
demption of share capital and redemption 
of loans. [Clause 1(i).] 

6. Provision for payment of income tax in 
ar of the period of accounting. [Clause 
1(j). 

7. The aggregate amount of the dividends 
paid and the aggregate amount of the 
‘an proposed to be paid. [Clause 
1(k). 

8. Total amount paid to or receivable by 
directors as remuneration including fees, 
percentages, bonuses and commissions, or 
other emoluments paid to or receivable by 
them from the company or a subsidiary 
(and including commission for subscribing 
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or procuring subscriptions for shares or de- 
bentures) but excepting salaries, bonuses 
and commissions paid by way of salary of 
directors engaged in the full time employ- 
ment of the company or any subsidiary. 
[Clause 1(1).] 

9. Total paid to or receivable by the auditors 
as remuneration for their services as audi- 
tors including all fees, percentages or other 
payments or consideration given by the 
company or any subsidiary. [Clause 1(m).] 

Notes 


(1) Corresponding amounts at the end of 
the immediately preceding financial year must 
be shown (except in the case of the first profit 
and loss account after the commencement of 
the Act). [Clause 5(2).] 

(2) All amounts shown in the profit and 
loss account must be quoted in Australian cur- 
rency. [Clause 5(1).] 


B. — BALANCE SHEET 


I. SHARE CAPITAL 


1. Amount of the authorised capital. [Clause 

2(1)(a).] 

Particulars of issued capital distinguishing 

between classes of shares and stating the 

rates of dividend (and whether pvarticipat- 
ing or cumulative or both) aitached to 
shares other than ordinary shares. [Clause 

2(1)(a).] 

3. Amount of calls in arrear in each class of 
share. [Clause 2(1)(a).] 

4. The part of the share capital consisting of 
redeemable preference shares, the date on 
or before which these shares are, or are 
liable, to be redeemed, the earliest date on 
which the company has power to redeem 
them, and the premium (if any) at which 

ose shares are redeemable. [Clause 
2(1)(b).] 

5. (So far as is not disclosed in the profit and 
loss account) any share capital on which 
interest has been paid out of capital during 
the financial year, and the rate of interest. 
[Clause 2(1)(c).] 


Il. RESERVES 

1. The reserves classified separately under 

headings appropriate to the company’s 

business. [Clause 2(1)(g).] 

The amount of the share premium account. 

[Clause 2(1)(d).] [This account is pro- 

vided for in Section 60.] 

3. The balance of profit and loss account. 
(Clause 2(1)(j).] 

[II DEFERRED (TERM) LIABILITIES' 

1. The liabilities classified separately under 

headings appropriate to the company’s 

business. [Clause 2(1)(g).] 

Debentures — showing separately amounts 

that are redeemable later than twelve 

months after the date to which the ac- 

counts are made up. [Clause 2(1)(k).] 

3. Liabilities (other than debentures, bank 
loans and overdrafts) secured by any 
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charge on the assets whether registered or 
not — showing separately the aggregate of 
the amounts that are payable later than 
twelve months after the date to which the 
accounts are made up. [Clause 2(1)(1).] 
4. Amounts borrowed without security — 
showing separately the aggregate of the 
amounts that are repayable later than 
twelve months after the date to which the 
accounts are made up. [Clause 2(1)(n).] 
5. Amounts owing to subsidiaries. [Clause 
2(1)(0).] 
6. Bank loans. [Clause 2(1}(m).] 
7. Other amounts owing. [Clause 2(1)(q).] 
Note in regard to items 5, 6 and 7 — Where 
the amounts are repayable later than twelve 
months after the date to which the accounts 
are made up. 


IV. CURRENT LIABILITIES' 

1. The liabilities classified separately under 
headings appropriate to the company’s 
business. [Clause 2(1)(g).] 

2. Debentures — showing separately amounts 
that are redeemable not later than twelve 
months after the date to which the ac- 
counts are made up. [Clause 2(1)(k).] 

3. Liabilities (other than debentures, bank 
loans and overdrafts) secured by any 
charge on the assets whether registered or 
not — showing separately the aggregate of 
the amounts that are payable not later 
than twelve months after the date to which 
the accounts are made up. [Clause 2(1)(1).] 

4. Amounts borrowed without security — 
showing separately the aggregate of the 
amounts that are repayable not later than 
twelve months after the date to which the 
accounts are made up. [Clause 2(1)(n).] 


5. Amounts owing to subsidiaries. [Clause 
2(1)(0).] 

6. Bank loans and _ overdrafts. [Clause 
2(1)(m).] 


7. Amounts owing to trade creditors (other 
than subsidiaries). [Clause 2(1)(p).] 

8. Other amounts owing. [Clause 2(1)(q).] 
Note in regard to items 5, 6, 7 and 8 — 





1. No direct mention is made in the Ninth 
Schedule of the distinction between de- 
ferred ard current liabilities, though it 
will be noted that for debentures and 
other secured and unsecured liabilities 
amounts repayable later than twelve 
months from the date to which the ac- 
counts are made up must be stated sepa- 
rately from amounts repayable within 
those twelve months. The suggestions that 
a similar distinction should be made in 
the case of other liabilities required to be 
shown separately (refer notes in paren- 
thesis), and that the general classifications 
of deferred and current liabilities should 
be adopted, conform with normal account- 
ing practice; and, the author submits, 
should be followed to comply with the 
general requirement of Section 162 that a 
true and fair view be shown. 
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Where the amounts are repayable not later 
than twelve months after the date to which 
the accounts are made up. 


V. PROVISIONS 


1. The provisions classified separately under 
headings appropriate to the company’s 
business. [Clause 2(1)(g).] 

The provision for taxation shown sepa- 
rately. [Clause 2(1)(g).] 


VI. CONTINGENT LIABILITIES AND 

NOTES 

1. Portion of the share capital not called up 
which is only capable of being called up in 
the event of the company being wound up. 
[Clause 2(1)(a).] 

2. Particulars of any redeemed debentures 
which the company has power to re-issue. 
[Clause 2(1)(e).] 

3. Contingent liabilities (a) unsecured; and 
(b} secured. [Clause 2(1)(r).] 

4. Where practicable, the aggregate amount, 
if material, or contracts for capital ex- 
penditure so far as that amount has not 
been provided for. [Clause 2(1)(r).] 

5. Arrears of preference dividends. [Clause 
2(1)(s).] 

6. Basis of conversion of other currencies 
into Australian. [Clause 5(3)(a).] 

7. The aggregate quoted market value of any 
investment of a kind referred to in Clause 
2(1)(h). [Refer asset heading “Invest- 
ments.”] [Clause 5(3)(b).] 

(8.In the case of a no-liability company, the 
balance sheet must show in addition to the 
other matters required to be shown: (a) 
the total number of shares forfeited; and 
(b) the number of shares forfeited in re- 
spect of each call and the amount of each 
of those calls.) 


VII. FIXED ASSETS 

The fixed assets classified separately under 
headings appropriate to the company’s busi- 
ness, stating the method used to arrive at the 
amount of assets under each heading, but (a) 
where the amount of any class is not materia! 
it may be included under the same heading as 
some other class; and (b) where any assets of 
one class are not separable from assets of 
another class, those assets may be included 
under the same heading. [Clause 2(1)(g).] 


VIII. INVESTMENTS 

1. Under separate headings, stating the 
method used to arrive at the amount of the 
investments under each heading — 

(i) investments in Government muni- 
cipal and other public debentures 
stock or bonds; 

(ii) investments in subsidiaries of the 
company, 

(iii) investments in companies (not being 
subsidiaries of the company) the 
shares in or debentures of which are 
dealt in on any prescribed stock ex- 
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change in the Commonwealth or 
elsewhere; 
referred to in the preceding clause — 
2(1)(h). [Clause 5(3)(b).] 
By way of note the aggregate quoted mar- 
ket value of any investment of the kind 
referred to in the preceding clause — 
2(1)(h). [Clause 5(3)(b).] 


Note: 

(1) The method of arriving at the amount 
of any investment or fixed asset must be to 
take the difference between — (a) its cost, or 
if stands in the company’s books at a valua- 
tion other than cost, the amount of the valua- 
tion; and (b) the aggregate amount provided 
or written off since the date of acquisition or 
valuation as the case may be, for depreciation 
or diminution in value; but for this purpose 
the net amount at which any assets stand in 
the company’s books at the commencement of 
the Act (after deduction of the amounts pre- 
viously provided or written off for deprecia- 
tion or diminution in value) shall, if the 
figures relating to the period before the com- 
mencement of this Act cannot be obtained 
without unreasonable expense or delay, be 
treated as if it were the amount of the valua- 
tion of those assets made at the commence- 
ment of the Act. (Where any of those assets 
are sold, the said net amount less the amount 
of the sales shall be treated as if it were the 
amount of a valuation so made of the remain- 
ing assets.) [Clause 3(1) and (2).] 

(2) For assets under each heading where 
the amount is arrived at in accordance with 
the above method there must be shown: 

(a) the aggregate of the amounts referred to 
in (a); and 

(b) the aggregate of the amounts referred to 
in (b). [Clause 3(4).] 

(3) The above requirements (1) and (2) 
do not apply to — 

(a) assets for which the figures relating to the 
period beginning with the commencement 
of the Act cannot be obtained without un- 
reasonable expense or delay; or 

(b) assets the replacement of which is pro- 

vided for wholly or partly — 

(i) by making provision for renewals 
and charging the cost of replacement 
against the provision so made; or 

(ii) by charging the cost of replacement 
direct to revenue; 

As regards such assets there must be 

stated: 

(i). the means by which their replace- 
ment is provided for, and 

(ii) the aggregate amount of the pro- 
vision (if any) made for renewals 
and not used. [Clause 4(5).]; or 

investments of which the market value 

(or in the case of investments not having 

a market value, their value as estimated 

by the directors) is shown either as the 

amount of the investments or by way of 
note; or 
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(d) goodwill, patents or trade marks. [Clause 
3(3).] 


IX. CURRENT ASSETS 


1. The current assets classified separately 
under headings appropriate to the com- 
pany’s business, stating the method used to 
arrive at the amount of assets under each 
heading but (a) where the amount of any 
class is not material it may be included 
under the same heading as some other 
class; and (b) where any assets of one 
class are not separable from assets of 
another class, those assets may be included 
under the same heading. [Clause 2(1)(g).] 


Under separate headings:* 

(i) amounts owing by subsidiaries of the 
company; 

(ii) the amount outstanding of any loan 
made, guaranteed or secured by the 
company to a director of the com- 
pany or a related company [vide: 
Section 6(5)] or to another com- 
pany in which a director owns a 
controlling interest; 

(iii) trade debts and bills receivable 
(other than amounts owing by sub- 
sidiaries ) ; 

(iv) other debts owing to the company. 
[Clause 2(1)(i).] 


3. Where amounts owing to the company in- 
clude income not yet matured the aggre- 
gate amount of such income must be 
shown as a separate deduction from the 
aggregate amounts owing to the company. 
[Clause 2(1)(i)(v).] 


X. INTANGIBLE ASSETS 
Under separate headings so far as not 

written off: 

1. the preliminary expenses; 

2. amy expenses incurred in connexion with 
any issue of shares or debentures: 

3. any sums paid by way of commission in 
respect of any shares or debentures; 


4. any sums allowed by way of discount in 
respect of any debentures; 


5. the amount of the discount allowed on any 
issue of shares at a discount; and 


6. if the amount of the goodwill and any 
patents and trade marks are shown as a 
separate item in the books or are other- 
wise obtainable from the books or any 
documents or contracts, the amount so 
shown or ascertainable. [Clause 2(1)(f).] 


N 
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Normally most amounts owing to the com- 
pany under these headings would be classi- 
fied as “Current Assets;” but to conform 
with accepted accounting practice “debts 
of material amount not due until after the 
lapse of one year from the date of the 
balance sheet should me separately grouped 
and suitably described 
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The most valued partners in any business 
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MODELS FOR EVERY PURPOSE 
















Boot seer 





QUALITY WITH ECONOMY 


SPEED WITH EASE OF OPERATION 





PRICE PERMITS ONE ON EVERY DESK 


Ring for free demonstration and trial 
of an Odhner. Product. 


Commercial Machines 





All Odhner Machines are the products of 80 years of experience 
in the manufacture of office equipment, and are backed by 
an after-sales service that is second-to-none and designed to give 
you continuous trouble-free operation. 










SOLE AUSTRALIAN AGENTS: 
MELBOURNE: 330 William Street, 34-4681. SYDNEY: 350 Kent Etreet, 296537. BRISBANE: 552 Queen Street, 8 8758. 
ADELAIDE: Office Equippers Pty. Ltd., 144 North Terrace, LA 5041. PERTH: Edwards Business Machines Pty. Ltd., Trinity 
Arcade, 671 Hay Street, 232127. HOBART: Business Equipment Pty. Ltd., 180-186 Murray Street, Hobart, 3 3358. 
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calculating machines 
of superior 
swiss quality 





. offer you complete office avuto- 
mation with simplicity of operation in the 


- most fully automatic calculating machines 


. . . designed today to meet the com- 


plex business trends of tomorrow. 


in a series of models commencing 


with a range of manuals to fully automatics. 


phone any of the numbers listed below for expert advice 
on your calculating problems. 





peacock bros. pty. Itd. 


melbourne sydney adelaide perth brisbane 
67-7024 BW 9719 LA 4947 21-2357 B 1978 
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Notes 


(1) Corresponding amounts at the end of 
the immediately preceding financial year (ex- 
cept in the case of the first balance sheet after 
commencement of the Act). [Clause 5(2).] 


(2) All amounts shown in the balance sheet 
—_ _ «4. ted in Australian currency. [Clause 
5(1). 


INSPECTION AND INVESTIGATION 


Provision is made in Divisions 3 and 4 of 
Part VI for inspection and special investiga- 
tions. 

Except for amendments to detail, Sections 
168 to 171 relating to inspection are similar 
to the existing provisions of all States. 


Sections 172 to 180 relating to special in- 
vestigations, while similar to existing pro- 
visions in the Victorian and Tasmanian Acts, 
have been considerably extended. Provision is 
made for the appointment and powers of in- 
spectors to investigate (a) the affairs and (b) 
the ownership of a company. In the case of 
an investigation into the affairs of a company 
certain actions and proceedings by or against 
the company may be suspended; and power is 
given to the Minister to apply to the court for 
the winding-up of a company. Where the in- 
vestigation is into the ownership of the com- 
pany, powers are given to the Minister (a) to 
require information as to persons interested in 
shares or debentures, and (b) to impose re- 
strictions on the transfer, issue and voting 
rights of shares or debentures. 


Provision is also included for reciprocal 
action by States where a company being in- 
vestigated has intra-State ramifications and an 
inspector appointed in one State should readily 
receive recognition as an inspector in any 
other State. 


SPECIAL COMPANIES 

Banking Companies 

Where under the law of the Commonwealth 
relating to banking a company is required to 
prepare a balance sheet and profit and loss 
account annually, statements complying with 
those provisions are deemed to comply with 
the requirements of the Act relating to the 
form and contents of balance sheets and profit 
and loss accounts; and it is not necessary for 
a directors’ report to be attached. [Section 
162(11).] 


Life Insurance Companies 


The provisions of Section 162 do not apply 
to a company registered under the law of the 
Commonwealth relating to life insurance, but 
every such company must lodge with the 
Registrar a copy of every balance sheet, 
revenue account and profit and loss account 
which it is required to lodge under that law 
within nine months after the period in respect 
of which such statements were prepared. [Sec- 
tion 162(15).] 
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Investment Companies 


Investment companies are specially provided 
for in Sections 334 to 343. The Governor in 
Council may by proclamation published in the 
Government Gazette declare to be an invest- 
ment company any corporation engaged prim- 
arily in the business of investment of market- 
able securities for the purpose of revenue and 
for profit and not for the purpose of exercising 
control. [Section 334.] 


Restrictions on borrowing, investing and 
underwriting by investment companies are con- 
tained in Sections 335-337. Such companies 
must not issue a prospectus unless it specifies 
the type of security in which it is among the 
objects of the company to invest and whether 
its objects include investing within the Com- 
monwealth or outside the Commonwealth or 
both. [Section 338.] An investment company 
may not hold shares in other investment com- 
panies or speculate in commodities. [Sections 
339, 340.] 


Balance Sheet and Accounts. An investment 
company must: 


1. state under separate headings in every bal- 
ance sheet, in addition to any other matters 
required to be stated therein — 


(a) its investments in any securities which 
are mot securities referred to in 
Clause 2(h) of the Ninth Schedule; 
and 


(b) the manner in which its investments 
have been valued; 

2. attach to every balance sheet — 

(a) a complete list of all its purchases and 
sales of securities during the period to 
which the accounts relate together 
with a statement of the total amount 
of brokerage paid or charged by the 
company during that period and the 
proportion thereof paid to any stock 
or share broker, or any employee or 
nominee of any stock or share broker 
who is an officer of the company; and 

(b) a complete list of all its investments 
as at the date of the balance sheet 
showing the descriptions and quaiti- 
ties of such investments; 


3. show separately in the profit and loss ac- 
count, in addition to other matters re- 
quired to be shown, income from under- 
writing (including sub-underwriting). [Sec- 
tion 341.] 


Investment Fluctuation Reserve. The net 
profits and losses of an investment company 
from the purchase and sale of securities must 
be respectively credited and debited to a re- 
serve account to be kept by it and called the 
“investment fluctuation reserve.” This reserve 
is not to be available for the payment of 
dividends, but is available for the payment of 
income tax in respect of profits made on the 
sale of securities. [Section 342.] 
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Foreign Companies 

Except as mentioned below a “foreign com- 
pany” fas defined in Section 5(1)] having a 
place of business or carrying on business with- 
in the State (as explained in Section 344) 
must at least once in every calendar year, and 
at intervals of not more than fifteen months, 
lodge with the Registrar a copy of its balance 
sheet made up to the end of its last financial 
year. This must comply with the requirements 
of the law as to form, contents and documents 
to be attached as is applicable to the company 
in its country of incorporation or origin and 
be verified by statutory declaration. [Section 
348(1).] 

If the Registrar is of the opinion that the 
balance sheet, etc., do not sufficiently disclose 
the company’s financial position he may by 
notice require the company to lodge further 
statements containing such information as he 
requires; but he is not authorised to require 
information that is not required from public 
companies incorporated under the Act. [Sec- 
tion 348(2).] 

A foreign company not required by the law 
of its place of incorporation or origin to pre- 
pare a balance sheet must prepare and lodge a 
balance sheet, etc., as it would if incorporated 
as a public company under the Act. [Section 
348(4).] 

The above requirements do not apply to: 
(a) exempt private companies under the law 

of the United Kingdom; 

(b) companies incorporated under the law of 
another State, Territory or country of a 
class declared by the Governor by order 
in Council published in the Government 
Gazette to be — 

(i) of the same or substantially the same 
kind as exempt proprietary com- 
panies under the Act; or 

(ii) of the same or substantially the same 
kind as proprietary companies under 
the Act where no beneficial interest 
in any share in the company is held, 
directly or indirectly, otherwise than 
by a natural person; 


corporations incorporated in the United 
Kingdom or elsewhere in the Common- 
wealth having exemptions and privileges 
similar to those provided for in Section 
24; [Charitable and other companies with 
permission to omit “limited” from their 
name.] 


(d) associations incorporated elsewhere in the 
Commonwealth and formed for the pur- 
pose of providing recreation or amuse- 
ment, or promoting commerce, industry, 
art, science, religion, charity, pension or 
superannuation schemes or any other ob- 
ject useful to the community and which 
are by their constitutions prohibited from 
the payment of dividends to their mem- 
bers. [Section 348(5).] 


~~ 


(c 
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WINDING-UP, 
RECEIVERSHIPS, 
RECONSTRUCTIONS, ETC. 


By E. R. SMAIL, A.A.S.A. 


This part is to deal with those provisions 
of the Bill which relate to the winding-up of 
companies or the re-arrangement of their 
affairs arising from insolvency or financial 
difficulty. These provisions may be dealt with 
conveniently under sub-divisional headings as 
follows:— 

Preliminary Administrative Provisions. 

Arrangements and Reconstructions (Part 

VII) 

Receivers and Managers (Part VIII) 

Official Management (Part IX) 

Winding-Up (Part X). 


PRELIMINARY ADMINISTRATIVE 
PROVISIONS 


Registration of Liquidators 
Provision is made for registration of liquid- 
ators [Clause 9(9)] and upon satisfying the 
Companies Auditors Board as to his ex- 
perience and capacity any registered company 
auditor may be registered as a “registered 
liquidator.” Such registration is renewable 
annually [Clause 9(10)] and disciplinary pro- 
visions inter alia are vested in the Companies 
Auditors Board. 
Unless a person is so registered he shall not 
act as a liquidator except by leave of the court 
or in the case of a Members’ Voluntary 
Wirding-up of a proprietary company no 
share in which is deemed to be owned by a 
public company. A person shall not be ap- 
pointed or act as a liquidator of a company:— 
(a) If he is indebted to the company or its 
subsidiary or holding company in an 
amount exceeding £500. 

(b) If he is an officer of the company. 

(c) If he is a partner, employer or employee 
of an officer of the company. 

(d) If he is a partner or employer of an em- 
ployee of an officer of the company. 

(e) Unless prior to such appointment he has 
consented to act as the liquidator. 

The disqualifications imposed by (b), (c) 
and (d) may be waived by a resolution of a 
majority in number and value of creditors 
passed at a meeting of which seven days’ 
notice has been given stating the object of 
such meeting [Clause 10]. 


Official Liquidators 

The Minister may appoint as many regis- 
tered liquidators as he thinks fit to be Official 
Liquidators [Clause 11] and may require each 
of them to furnish such security as may be 
prescribed. On an order for winding-up being 
made by the court it may appoint an official 
liquidator to be the liquidator. 
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Disqualification of Directors 


It appears appropriate under this heading to 
draw attention to certain provisions relating to 
the disqualification of certain persons from 
acting as directors of a company. These are 
as follows:— 


(a) Any person who is an undischarged bank- 
rupt shall be guilty of an offence if, with- 
out the leave of the court, he acts as a 
director or takes part or is concerned ir 
the management of a company. [Cl wse 
117.] 


(b) No person over the age of 72 years shall 
be appointed a director of a public com- 
pany or a subsidiary of a public compaay. 

(c) Any person who acts as a director dur ng 
a period of five years after his conviction, 
or release from prison on any offence in 
connection with the promotion, formution 
or management of a company, or iuvolv- 
ing fraud or dishonesty, or for failing to 
act honestly in the capacity of a director 
(vide Clause 124) or pursuant to Clause 
303 of the Bill shall be guilty of an 
offence. 


ARRANGEMENTS AND RECONSTRUC- 
TIONS (PART VII) 


Provision is made in Part VII for compro. 
mises and arrangements between a company 
and its creditors and/or members. An appli- 
cation may be made to the court by the com- 
pany, or any creditor or member, or in the 
case of a company in liquidation by a liquid- 
ator and the court may then order a meeting 
of creditors and/or members to be convened 
[Clause 181]. On the application, terms of 
the compromise or arrangement are to be 
stated and, if at a meeting held pursuant to 
such an order of the court, the scheme for a 
compromise or arrangement is agreed to by a 
majority in number representing three-fourths 
in value and if subsequently approved by the 
court it shall be binding on those concerned. 
Where a winding-up of a company has not 
been commenced but a scheme is proposed 
under this part the court may on application 
restrain any further proceeding against the 
company [Clause 181(9)]. 


RECEIVERS AND MANAGERS 
(PART VIII) 

Disqualification for Appointment as Receiver 

The following are not qualified to be ap- 
pointed or to act as receivers of the property 
of a company:— 
(a) A corporation, unless such corporation is 

authorised by Act of Parliament to do so. 

(b) An undischarged bankrupt. 
(c) A mortgagee of any property of the com- 
pany. 
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(d) An auditor or officer of the company. 


(e) An auditor or officer of any corporation 
which is a mortgagee of the property of 
the company. 


(f) Any person who is not a registered liquid- 
ator. 


Tiese disqualifications do not apply to ap- 
pointments made before the commencement of 
the new Act [Clause 187]. 


Liability of Receiver 


This part renders the receiver personally 
liable for any debts incurred by him in the 
course of the receivership, but does not affect 
any rights that he may have against the com- 
pany or any third party [Clause 188). 


Powers and Duties of a Receiver or Manager 


1. He must ensure that every invoice, order 
or letter upon which the name of the corpora- 
tion appears issued by the corporation under 
receivership contains a statement to that effect 
immediately following the name of the cor- 
poration. [Clause 192.] 


2. He must send notice of his appointment 
to the company forthwith. [Clause 193(1).] 

3. Within 30 days of receiving same he 
must lodge with the Registrar a copy of the 
statement of affairs which the company is 
obliged to give him, together with any com- 
ments he sees fit to make thereon. [Clause 
193(1)(c)(i).] 


4. Within 30 days of receiving the state- 
ment of affairs of the company he must send 
to the company a copy of any comments he 
makes upon it, or if he does not see fit to 
make any comments, a notice to that effect. 
[Clause 193(1)(c) (ii).] 


5. If he is appointed by or on behalf of 
debenture holders of the company he must 
forward a copy of the statement of affairs and 
his comments thereon to the trustees for the 
debenture holders. [Clause 193(1)(c) (iii).] 


6. At intervals of six months during his re- 
ceivership he must lodge with the Registrar a 
detailed account verified by affidavit showing: 


(i) His receipts and payments during the 
past six months. 


(ii) The total receipts and payments since 
his appointment. 


(iii) The amount owing under any instru- 
ment under which he was appointed. In 
the case of the first account it must show 
the amount owing at the date of his 
appointment and on subsequent accounts 
the amount that remains owing. 


(iv) His estimate of the total value of all 
assets which are subject to the instru- 
ment under which he was appointed. 
(Clause 195(1).] 

7. He may apply to the court for directions 
in relation to any matter arising in connection 
with the performance of his duties. [Clause 
188(3).] 
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8. Upon ceasing to act as receiver he must 
file notice to that effect with the Registrar 
within seven days. [Clause 191(2).] 


Duties of a Company Under Receivership to 
Supply Information 

Within fourteen days of notice of the ap- 
pointment of a receiver being served upon it 

the company must submit to the receiver a 

statement of affairs of the company verified 

by the affidavit of a director or the secretary 
of the company or by any of the following:— 

(a) Persons who are or have been officers of 
the company. 

(b) Persons who have taken part in the 

formation of the company at any time 

within one year before the date of the 
appointment of the receiver. 

Persons who are or have been in the 

employment of the company within one 

year prior to the receivership. 

(d) Persons who are or have been during the 
past year officers or employees of a cor- 
poration which is or which within one 
year prior to the receivership was an 
officer of the company under receivership. 

The receiver must pay the reasonable costs 

incurred in the preparation of this statement 

of affairs. [Clause 194.] Where a receiver or 
manager of the property of a corporation has 
been appointed the company must ensure that 
every invoice, order or business letter issued 
by it, which bears the name of the corporation 
contains a statement immediately following 
that name, a statement that a receiver or 
manager has been appointed. [Clause 192.] 


~ 


(c 


Duty of Person Appointing or Obtaining 
Appointment of Receiver 


If any person appoints a receiver or 
manager or obtains an order for such appoint- 
ment he must lodge notice thereof with the 
Registrar within seven days. [Clause 191(1).] 


Appointment of Liquidator as Receiver 


Where a company is being wound up by the 
court, the court has the power to appoint the 
liquidator as receiver on behalf of debenture 
holders or other creditors. [Clause 190.] 


Power of Court to Fix Remuneration of 
Receiver or Manager 


The court is empowered on the application 
of the liquidator or official manager of a com- 
pany to fix, vary or amend the remuneration 
of any person who has been appointed as re- 
ceiver or manager of the property of the com- 
pany and to require the receiver or manager 
or his personal representatives to account for 
any amount paid or retained by the receiver 
or manager in excess of the amount fixed by 
the court. [Clause 189.] 
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OFFICIAL MANAGEMENT (PART IX) 
Purpose of Part 
This Part is completely new to company 


law in Australia. it is designed to provide a 
flexible and spe*ssy procedure whereby the 
conduct of a company which is commercially 
insolvent or financially embarrassed may be 
be brought under the control of a nominee of 
its creditors called an “official manager” with 
a view to protecting the interests of its credit- 
ors generally and to effecting its rehabilitation 
and in a number of aspects is akin to pro- 
visions cf the Bankruptcy Act as affecting the 
affairs of persons. 


Although the Part imports certain principles 
which apply in the liquidation of a company, 
it is not intended to be used as a means of 
liquidation of assets nor as a step along the 
road to the formal liquidation of the company. 


Procedure to Implement the Part 

A company which is unable to pay its debts 
as they fall due may of its own volition cause 
a meeting of its creditors to be summoned for 
the purpose of placing it under official man- 
agement and appointing an official manager. 
[Clause 198(1).] The meeting is convened by 
serving notices personally or by post on each 
creditor not less than seven nor more than 
fourteen days before the date of the meeting. 
The company must also cause notice of the 
meeting to be advertised in a daily newspaper 
circulating generally throughout the State 
[Clause 198(2).] Accidental omission to give 
notice of the meeting to any person entitled to 
receive notice does not invalidate proceedings 
at the meeting. [Clause 214.] 


A company is obliged to convene a meeting 
as above if it is requested to do so in writing 
by any creditor of the company who has an 
unsatisfied judgment against the company for 
a debt of not less than two hundred and fifty 
pounds. [Clause 198(1).] It appears that this 
provision affords a further and new right to a 
creditor to protect his interests. 


Stay of Proceedings Following Calling of 
Meeting 


After notices calling the meeting referred to 
above have been served actions or proceedings 
against the company cannot be commenced or 
proceeded with unless the leave of the court 
is obtained. This stay of proceedings operates 
until after the meeting or any adjournments 
thereof and where it is resolved that the com- 
pany be placed under official management the 
stay continues to operate until the official 
management ceases. [Clause 199.] 


Procedure at Meeting 


The conduct of the meeting is in the hands 
of the creditors [Clause 200(c)] subject only 
to the provisions of this part. The part refers 
to the chairman of the meeting but does not 
state expressly how such chairman is to be 
elected or appointed. Apparently it is to be 


The Australian Accountant, December, 1961 








ae with the exclusive ‘Floating Keyboard 
Never before such a range of new features. 


* ‘Floating Keyboard’. The exclusive ‘Floating’ design 
brings typing control towards the typist * Dramatic new 
styling and design ® Electrifies "4% of all typing opera- 
tions © Keyboard tab and margin set © Print-perfect 
impression control ® Carbon ribbon attachment available. 


See the latest Electric typewriter— 
the Underwood 'Documentor'—at 


SX) STOTT & UNDERWOOD LTD. 


SYDNEY: 254 GEORGE STREET—27 1182 MELBOURNE: 265 EXHIBITION STREET— 
. BRISBANE: 229 ELIZABETH STREET—31 1845. NEWCASTLE: 53 KING STREET— 
. LISMORE: CARRINGTON STREET—3926. WOLLONGONG: 82 KEIRA STREET— 
B 3586. CANBERRA: 3 LONSDALE ST., BRADDON—4 6363. GEELONG: 155 RYRIE STREET 
—2621. ADELAIDE: 21 GRENFELL STREET—8 4994. 
Associated Office—PERTH: 252 MURRAY STREET—BA 4357. 
Seles and Service throughout Australia 





The Australian Accountant, December, 1961 











FURNITURE 


FOR THE EXECUTIVE SUITE 
OR THE GENERAL OFFICE 





OUR SHOWROOM IS 
"RIGHT IN THE HEART OF THE CITY” 


DISTRIBUTORS FOR 
“BROWNBUILT" “NAMCO” AND “BENDIX” PRODUCTS 


We can 


@ EQUIP YOUR OFFICE COMPLETELY 
@ SUPPLY ALL YOUR PRINTING AND STATIONERY 


NORMAN BROS. ft: 


60-62 ELIZABETH STREET, MELBOURNE 
TEL.. 63 6221 (15 lines) 














The Australian Accountant, December, 1961 




















presumed that the chairman should be elected 
by the creditors as it is only a meeting of 
creditors. 


It is the duty of the chairman to determine 
whether the meeting has been held at a time 
and place, convenient to the majority in value 
of the creditors. His decision is final unless 
shown not to be bona fide. [Clause 198(3).] 
Should he decide that the meeting has not 
been held at a time and place convenient to 
that majority, the meeting lapses [Clause 
198(4).] The meeting may:— 

(a) Resolve by Ordinary Resolution to ad- 
journ the meeting to a date not later than 
30 days after the date of the service of 
the notices calling the meeting [Clause 
200(9).] 


Resolve by Special Resolution that for a 
period specified in the resolution the com- 
pany will be under the sole management 
of a named person as the official manager. 
The resolution should set out any con- 
ditions under which the official manager 
is appointed. The prior consent in writing 


(b 


~— 


of the person nominated as official 
ITA must be obtained. [Clause 201 
(1) (a). 


(c) By Special Resolution determine the salary 
or remuneration of the official manager. 
[Clause 201(1)(b).] 


(d) By Special Resolution resolve that a com- 
mittee of management comprising three 
creditors and two members of the com- 
pany be appointed. The three creditors 
referred to must be appointed by special 
resolution and the two members by reso- 
lution of a general meeting of the com- 
pany. [Clause 201(1)(c).] 

(e) By Special Resolution resolve that the fix- 
ing of the salary or remuneration of the 
official manager be delegated to the com- 
mittee of management. 


For the purpose of Part IX “Special Reso- 
lution” means a_ resolution passed by a 
majority representing at least three-fourth in 
value and one half in number of the creditors 
present and voting either in person or by 
proxy at the meeting, every creditor for under 
ten pounds being reckoned in value only. 
[Clause 215.] 


Duties of the Company 


(a) Prior to the Meeting. The company must 
prepare a statement of affairs of the com- 
pany made up to a date not earlier than 
30 days before the date of the meeting. 
This statement signed by the directors and 
the auditors of the company must be laid 
before the meeting of creditors. [Clause 
200(a).] 


(b) After the Meeting. 


(i) Within seven days after the passing 
of the resolution appointing an 
official manager the company must 

lodge with the Registrar a true copy 
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of the resolution together with the 

statement of affairs laid before the 

meeting. 

(ii) Within the same period it must also 
cause notice of the resolution to be 
advertised in a daily newspaper 
circulating generally throughout the 
Sstate. [Clause 201(2)(a).] 


(iii) Within the same period it must give 
written notice to all creditors and 
members of the resolution appoint- 
ing the official manager and of the 
right of appeal against the reso- 
lution. [Clause 201(2)(b).] 


(iv) For so long as the official manage- 
ment continues, the name of the 
company when appearing on its 
commercial documents must be fol- 
lowed by a _ statement that an 
official manager has been appointed. 
[Clause 212.] 


Right of Appeal by Minority 


Within fourteen days of the passing of a 
resolution for the appointment of an official 
manager, a creditor or group of creditors or a 
member or group of members representing 
more than ten per cent of the total liabilities 
or the paid up capital respectively, may appeal 
to the court against the resolution. Subject to 
this right of appeal the resolution is binding 
on the company, its members and its creditors. 


Pending the determination of such appeal 
the acts of the official manager are valid and 
binding on the company, its members and its 
creditors. This protection of the acts of the 
official manager applies notwithstanding that 
the resolution may subsequently be amended, 
varied or cancelled by the court on appeal. 
[Clause 210.] 


Effect of Appointment of Official Manager 


(1) The directors of the company cease to 
hold office and the official manager is 
vested with the powers of complete and 
exclusive management of the company 
and with all the powers and responsibili- 
ties of the directors. [Clause 202(1)(a).] 


(2) All proceedings against the company are 
stayed. [Clause 199.] 


(3) Subject to the right of appeal referred to 
above all creditors are bound by the 
resolutions of the meeting of creditors. 
[Clause 210(1).] 

(4) The following doctrines relating to bank- 
ruptcy and liquidations apply:— 

(i) Avoidance of void and voidable 
preferences. [Clause 206(1).] 


(ii) Proof and ranking of claims of 
creditors. [Clause 207(3).] 


(iii) Deferment of certain claims by 
members of the company. [Clause 
208(1).] 
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(5) 


Power of the court to order in- 
spection of books and papers of 
the company. [Clause 208(1).] 


Power of court to make a declara- 
tion of unlimited personal liability 
where responsibility for fraudulent 
trading is proved. [Clause 208(1).] 


Power of court to assess damages 
against delinquent officers. [Clause 
208(1).] 

Prosecution of delinquent officers 
and members. [Clause 208(1).] 


Power to examine persons con- 
nected with the company. [Clause 
208(2).] 

Costs of the official management and lia- 
bilities incurred by the official manager 
become preferential. [Clause 202(1)(a) 
and (b).] 


(iv) 


(v) 


(vi) 


(vii) 


(viii) 


Powers and Duties of Official Manager 
(1) As soon as possible after his appoint- 


—_ 


(3) 


(4 


) 


(6) 


(7) 


(8) 


(9 


~— 


ment he must enter into possession of all 
the assets of the company and undertake 
the management of the company. [Clause 
205(1)(a).] 

He must conduct the management in the 
manner most economical and beneficial 
to the interests of the creditors. 


He must comply with any directions of 
the creditors as agreed to by special 
resolution at any meeting of creditors of 
which all creditors have had not less 
than fourteen nor more than twenty-one 
days’ notice. [Clause 205(1)(c).] 

He must perform all the duties imposed 
on the company by the Act. [Clause 
205(1)(e).J 

He must convene the annual general 
meeting of the company and arrange for 
the annual accounts and reports to be 
furnished in the form and manner pro- 
vided under the Act. [Clause 205(1)(f).] 
If he forms the opinion at any time that 
the continuance of official management 
will not enable the company to meet its 
obligations, he must notify all members 
and creditors by post immediately. 
[Clause 205(1)(g).] 

fl he ceases to be official manager he 
must give written notice to the Registrar 
within seven days. [Clause 205(1)(d).] 
At six-monthly intervals during the 
course of the official management he 
must submit to meetings of members 
and creditors and to the Registrar a 
financial statement (signed by the 
auditors) and a full report which will 
enable an assessment of the position of 
the company to be made. [Clause 
202(2).) 

Without the leave of the court the com- 
mittee of management or the company 


(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


Com 
If 





granted in general meeting he may not 
dispose of any of the company’s assets 
save in the ordinary course of business. 
[Clause 207(1).] 

He must apply the funds of the company 
as they become available in the priorities 
provided under the Act. [Clause 207(2) 
and (B).] 

He may apply to the court for the 
termination of his appointment if he con- 
siders that the purpose for which he was 
appointed has been fulfilled or that it is 
undesirable that the company should re- 
main under official management. [Clause 
209(1).] 

He may obtain a discharge from any 
personal liability arising out of his 
proper conduct as the official manager 
if his reports and accounts are adopted 
by a meeting of creditors. [Clause 
211(1).] This discharge does not release 
him if the adoption of his reports and 
accounts is obtained by fraud, suppres- 
sion or concealment, and it does not re- 
lease him from liability in respect of 
negligence, default, breach of duty or 
breach of trust in relation to the affairs 
of the company. 


If his reports and accounts are not 
adopted by the creditors within two 
months he may apply to the court for 
an order of release. [Clause 211(3).] 
He may convene meetings of creditors 
and must do so if directed by the com- 
mittee of management. [Clause 213(2).] 
Subject to the foregoing he may termi- 
nate his appointment by his written 
resignation addressed to the committee 
of management or a meeting of creditors. 
[Clause 203(a).] 


mittee of Management 
a committee of management is appointed 


it acts principally in an advisory capacity, ad- 
vising and assisting the official manager. It has 
the following powers:— 


(1) 


(2) 


(3) 


(4) 
(5) 


If the power is delegated to it by a gene- 
ral meeting of creditors it may fix the 
official manager’s salary or remuneration. 
[Clause 201(1)(b).] 

If may appoint a deputy official manager 
to exercise the powers, duties and func- 
tions of the official manager during his 
absence. [Clause 213(1)(b).] 

It may direct the official manager to call 
meetings of creditors or of members. 
[Clause 213(2).] 

It may receive the resignation of the 
official manager. [Clause 203(a)(1).] 

It may give leave to the official manager 
to dispose of assets of the company other- 
wise than in the ordinary course of busi- 
ness. [Clause 207(1).] 
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The proceedings of a committee of manage- 
ment are governed substantially by the pro- 
visions — apply to a committee of in- 
a winding-up of a company. 


(Cisuse 213 213(3).] 


Auditors 


The appointment, rights and duties of the 
auditors of the company are not affected by 
the appointment of an official manager save 
for the additional duties imposed by this part. 


Powers of the Court 


Part IX inter alia vests the following powers 
in the court:— 


(1) Power to terminate the appointment of 
the official manager. [Clause 203(c).] 


Power to authorise the disposal of assets 
otherwise than in the ordinary course of 
business. [Clause 207(1).] 

(3) Power to cancel the official management 
and to give directions for the resumption 
of management by the officers of the com- 


(2) 





(4) Power to amend, vary or cancel the 
resolution of creditors on appeal by 
minority members or creditors. [Clause 
210(2).] 

(5) Power to grant or withhold a release of 

the official manager. [Clause 211(4).] 


WINDING-UP (PART X) 

As with previous legislation provision is 
made for the winding-up of a company in 
three ways, viz.:— 

By the court. 

Members’ voluntary winding-up. 

Creditors’ voluntary winding-up. 

Various provisions of the proposed Bill are 
applied to the various modes of winding-up 
and certain provisions are laid down which 
apyly to all of them. The most convenient 
method of setting this out appears to be by a 
table showing the comparative provisions 
which apply to each particular type of ad- 
ministration and then dealing with those which 








pany. [Clause 209(2).] 


are applicable to every mode of winding-up. 


COMPARISON OF VARIOUS MODES OF WINDING-UP 


WINDING-UP BY 
THE COURT 


Commencement 
Clause 221 


An order for a winding-up 
— be made on the petition 
or:— 

(a) The company. 

(b) A creditor. 

(c) A contributory. 

(d) The liquidator (where it 
is already being wound up 
voluntarily ) . 

(e) The Minister (following a 
report by an inspector ap- 
pointed under Div. 4 of 
Part VI relating to Special 
Investigations). 

(f) An official manager ap- 
pointed under Part IX. 


Clause 222 

and an order for winding-up 
may be made if:— 
(a) Special resolution has so 

resolved. 

(b) Default made in filing 
statutory report or hold- 
ing statutory meeting. 
(c) The company has failed 
to commence or carry on 
business for one year. 
The number cof members 
has been reduced below 
statutory minimum. 


(d) 
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MEMBERS’ VOLUNTARY 
WINDING-UP 


Commencement 
Clause 254 


A company may be wound 
up voluntarily if it so resolves 
by special resolution, and it 
shall:— 

(a) File notice of same within 
seven days. 

(b) Advertise same in Govern- 
ment Gazette within ten 
days. 

Clause 257 

The directors may, within 
five weeks before notice is 
given of the meeting at which 
it is intended to consider wind- 
ing-up, make a_ declaration 
(supported by appropriate 
statements) that the company 
can (after meeting all ex- 
penses) pay all its debts in 
full within twelve months. 
Such a declaration must be 
filed before the notices of 
meeting are sent out. The 
penalty for a wilfully false 
declaration is six months’ im- 
prisonment or £500, or both, 
and in the event of default the 
onus of proof of bona fides 
shall rest on the director/s who 
made such declaration. 








CREDITORS’ VOLUNTARY 
WINDING-UP 

Commencement 
Clause 254 

The provisions of this clause 
apply. 
Clause 260 

On the same day, or the a 
following the company sh 
convene a meeting of creditors. 
The following provisions shall 
apply to such meeting:— 

(i) Notices shall be issued 


simultaneously with 
notices of the meeting 
of members. 


(ii) At least seven days’ 
notice shall be given to 
each creditor. 

Notice of meeting shall 
be advertised in the 
Government Gazette 
and a daily newspaper 
at least seven days prior 
to meeting. 

With the notice of meet- 
ing a list of creditors 
showing names and 
amounts shall be for- 
warded to each creditor. 
(v) A full statment of af- 
fairs shall be presented. 
At least one director 
and the secretary shall 


(iii) 


(iv) 


(vi) 
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WINDING-UP BY 
THE COURT 

(e) The company is unable to 
pay its debts —this posi- 
tion is deemed to exist if: 
(i) a demand by a 
creditor of £50 or more 
has remained unsatisfied 
for three weeks or more. 
(ii) execution has been 
returned unsatisfied. 
(iii) the court is so satis- 
fied. 


Clause 223 

The winding-up is deemed to 
commence on the date of the 
presentation of the petition, or 
if the company was already in 
voluntary liquidation at the 
time of the passing of the 
relevant resolution. It is im- 
portant to note that a petition 
may be presented against a 
company already in voluntary 
liquidation. 


Appointment of Liquidator 


Clause 231 

On an order for winding-up 
the court may appoint an 
official liquidator to be the 
liquidator, but it appears that 
the written consent of that per- 
son to so act would be re- 
quired pursuant to Cl. 10(4). 


Provisional Liquidator 


Clause 231 

At any time after the pre- 
sentation of a petition, and 
before the making of a wind- 
ing-up order, the court may 
appoint a provisional liquidator 
to administer the company’s 
affairs. 


Vacancy or Removal of 
Liquidator 
Clause 232 

A liquidator may resign or 
may be removed by the court, 
and any vacancy shall be filled 
by the court. 
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MEMBERS’ VOLUNTARY 
WINDING-UP 


Clause 259 


If any liquidator is of the 
opinion that the company will 
not be able to pay its creditors 
in full, he shall forthwith sum- 
mon a meeting of creditors. 


Clause 255 

The winding-up shall com- 
mence at the time of the pass- 
ing of the special resolution. 


Appointment of Liquidator 


Clause 258 

The company shall appoint a 
liquidator in general meeting 
but the written consent of that 
person so to act is required by 
Cl. 10(4). 


Vacancy or Removal of 
Liquidator 


Clause 259 

The company may fill any 
vacancy, but at a meeting of 
creditors convened pursuant to 
Cl. 259(2) where it appears 
that the Company cannot meet 
its debts in full within 12 
months, the creditors may ap- 
point some other person to be 
liquidator, and thereafter the 
winding-up. shall proceed as if 
it were a creditors’ voluntary 
winding-up. 


CREDITORS’ VOLUNTARY 


WINDING-UP 
attend and disclose the 
company’s affairs and 


the circumstances lead- 
ing to the winding-up. 

(vii) The creditors may ap- 
point a chairman. 

(viii) The chairman _ shall 
determine whether the 
meeting is held at a 
convenient time and 
place. 


Clause 276 

A company may not resolve 
upon voluntary liquidation 
without the leave of the court 
after the presentation of a 
petition for winding-up by the 
court. 


Clauses 255 and 260(9) 

The winding-up shall com- 
mence at the time of the pass- 
ing of the special resolution of 
members, and if the meeting 
of creditors is adjourned, any 
resolution of creditors shall be 
deemed to be passed after the 
resolution of members. 


Appointment of Liquidator 
Clause 261(1) 

The company shall nominate 
a liquidator but the creditors 
may nominate some other per- 
son in which case the nomina- 
tion of the creditors shall pre- 
vail. The written consent of 
that person so to act is re- 
quired by Clause 10(4). 


Vacancy or Removal of 
Liquidator 


Clause 261(2) 

Where creditors nominate a 
liquidator other than that 
nominated by the company any 
director, member or creditor 
may apply to the court to have 
the person nominated by the 
company appointed as liquid- 
ator instead of or jointly with 
the person. nominated by the 
creditors. 
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IMPORTANT AUSTRALIAN COMMERCIAL BOOKS 


COMPANY RESOLUTIONS 


The purpose of this book is to provide a 
collection of precedents which will facilitate 
the drafting of resolutions for passing at board 
and general meetings of companies. 

The contents include in Part I a valuable 
treatise on—Kinds of Resolutions, Conditions 
of Validity, Notice of Business, Voting, Minutes 
of Meeting, Legal & General Effects of Resolu- 
tions, Drafting of Resolutions; and in Part Il 
there are some 250 specimen resolutions set 
out in easily identifiable numbered paragraphs 
covering a wide variety of subjects. 

This book will be found to be indispensable 
to everyone concerned with the drafting of 
company resolutions. By S. R. Brown. 


Price £2/5/- (£2/6/3 posted.) 


SHARE REGISTER PRACTICE 


This book fills a long-felt need. It sets out in 
simple terms the many practical details which 
will be encountered in opening and maintain- 
ing a Company’s Share Register. 


It covers both manual and mechanical sys- 
tems. 

The Company’s obligations under Dividend 
(Withholding) Tax have been explained. 

The author is well qualified to write such a 
work. He has had wide experience in this 
branch of company administration and is an 
acknowledged expert in the procedure and 
practice concerned with the establishment and 
maintenance of share and debenture registers. 
By C. W. Kerry. 


Price £3/10/- (£3/12/- posted). 


CONCEPTS OF DEPRECIATION 


In this book the author examines some basic 
ideas relating to depreciation. He seeks to 
clarify the concepts involved and to clear up 
some misconceptions that appear to be widely 
held. Contents include:— Concepts of Depre- 
ciation, Depreciation in Published Company 
Reports, Depreciation and Capital Erosion, 
Some Doubts Concerning Depreciation in 
Government Accounting, Assumptions in Dis- 
cussions on Depreciation. By Professor L. 
Goldberg. Price £1/10/- (£1/11/- posted). 


THE LAW BOOK CO. OF 


FARM MANAGEMENT 
ACCOUNTING 


The purpose of this work is to show the 
primary producer what he should expect from 
his accounts. It is a blueprint for accountants, 
agricultural economists and extension workers 
who are actively engaged in planning or inter- 
preting accounts for the farmer and grazier. 

Literature on the subject in Australia has 
been very limited and this is the first serious 
attempt to produce a text book for students 
of accounting for the rural industry. By C. A. 
Mallyon. Price £3/3/- (£3/4/3 posted). 


THE VALUATION OF COMPANY 
SHARES & BUSINESSES 


Valuing is a practical matter where the ex- 
perience and judgment of the valuer must be 
his final guide. 

The object of this book is to examine the 
various theories which have been advanced 
regarding the valuation of shares in companies 
which are not quoted on a stock exchange, to 
trace the growth of legislation and legal de- 
cisions which have been given on the subject, 
and to endeavour to recognize any principles 
which may emerge. 

Any opinions expressed are given from the 
business or accounting viewpoint, and where 
legal decisions are discussed it is with the 
object of construing them in the light of re- 
cognized and — accounting principles. 
3rd Edition. By A. Adamson. 

Price £2/5/- 5/673 posted). 


AUSTRALIAN COMMERCIAL 
DICTIONARY 


Words are the common coin of the business 
world. Much can depend on the turn of a 
phrase, the choice of the right wording, which 
will stand up to examination in case of dispute. 

The ability to express himself clearly and 
precisely is one of the essential qualities of 
the successful business man. Here, then, will 
be found the meaning and importance of 
business words and phrases as well as the 
technical terms employed by accountants, 
economists, lawyers and others. For the stu- 
dent the book will prove a real boon. 3rd 
Edition, by R. K. Yorston, O.B.E., and As- 
sociate Editors: Professor L. Goldberg, D. M 
Hocking and J. P. C. Watson. 

Price £1/7/6 (£1/9/- posted). 


AUSTRALIA PTY LTD. 


140 Phillip Street, 456 Little Collins Street, 30 Adelaide Street, 
SYDNEY MELBOURNE BRISBANE 
28-8041 67-7888 2-8882 
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WINDING-UP BY 
THE COURT 


Remuneration of Liquidator 
Clause 232 


The remuneration of a pro- 
visional liquidator shall be 
fixed by the court either by 
way of salary, percentage, or 
otherwise. 


Clause 232 

The remuneration of a 
liquidator shall be fixed either: 
(a) By agreement between the 
liquidator and the com- 
mittee of inspection, in 
which case it may be 
varied by the court on an 
application by share- 
holders holding not less 
than 10% of the issued 
capital; or 
By a resolution of credit- 
ors passed by _ three- 
quarters in value and one- 
half in number of those 
voting at a meeting of 
which due notice as pre- 
scribed by Cl. 232(3)(b) 
has been given, in which 
case it may be varied by 
the court on an applica- 
tion by the liquidator, or 
by shareholders holding 
not less than 10% of the 
issued capital; or 
(c) By the court, failing a 

determination by either of 
the preceding methods. 


Effects of Winding-up 
Clause 233 

Upon a winding-up order 
being made a liquidator shall 
take into his custody all the 
property of the company, or if 
no liquidator is appointed it 
shall be in the custody of the 
court, and any liquidator may 
apply to the court for an order 
directing that any property 
shall be vested in him. 


(b 


— 
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MEMBERS’ VOLUNTARY 
WINDING-UP 
Clause 265 
If for any cause there is no 
liquidator acting, the court may 
appoint a liquidator. 


Clause 266 

The court may on cause 
shown remove a liquidator and 
appoint another liquidator. 


Remuneration of Liquidator 
Clauses 258 and 267 


The company in_ general 
meeting may fix the remunera- 
tion of a liquidator, but any 
member, creditor, or the 
liquidator may apply to the 
court to review the same. 


Clause 275 

The proper expenses and re- 
muneration of the liquidator 
shall be payable in priority to 
all other claims. 


Effects of Winding-up 
Clauses 256(1) and 258(2) 


The company shall cease to 
carry on business except for 
its beneficial winding-up but 
the corporate state and powers 
of the company shall continue 
until it is dissolved, but the 
powers of the directors shall 
cease except by the consent of 
the liquidator. 





CREDITORS’ VOLUNTARY 
WINDING-UP 
Clause 261(5) 

Any two creditors may con- 
vene a meeting of creditors 
for the purpose of filling any 
vacancy. 


Clause 265 
_ If for any cause there is no 
liquidator acting, the court 
may appoint a liquidator. 
Clause 266 

The court may on cause 
shown remove a liquidator and 
appoint another liquidator. 
Remuneration of Liquidator 
Clauses 261 and 267 

The committee of inspection 
or if there is no such commit- 
tee the creditors may fix the 
remuneration of the liquidator, 
but any member, creditor or 
liquidator may apply to the 
court to review the same. 
Clause 275 

The provisions of this clause 
apply. 


Effects of Winding-up 
Clause 256 

The provisions of this clause 
apply. 











WINDING-UP BY 
THE COURT 
Clause 227 


Any transfer of shares or 
alteration in the status of mem- 
bers after the commencement 
of the winding-up shall,. un- 
less the court otherwise orders, 
be void. 


Clause 228 


Any distress, execution, etc., 
put in force after commence- 
ment of the winding-up shall 
be void. 


Clause 226 


The court may stay any pro- 
ceedings pending after pre- 
sentation of a petition and be- 
fore the winding-up order is 
made. 


Statement of Affairs 
Clause 234 


Within fourteen days of a 
winding-up order, a statement 
of affairs shall be submitted to 
the liquidator showing:— 

(a) Assets and liabilities. 

(b) Names and addresses of 
creditors. 

(c) Securities held by credit- 
ors. 

(d) Dates on which such secu- 

rities were given. 

(e) Such other information as 

may be required by the 

liquidator. 


Powers and Duties of 
Liquidator 


Clause 236(1) 


By permission of the court 
or hte committee of inspection, 
a liquidator may:— 

(a) Carry on the business so 
far as may be necessary 
for the beneficial winding- 


up. 

After providing for priori- 

ties pay any class of 

creditors in full. 

(c) Compromise with credit- 
ors. 

(d) Compromise any debts or 

calls due to the company 

or in any way relating to 

assets, and accept security 

for same. 


Clause 236(2) 


A liquidator may in his own 
discretion:— 
(a) Bring or 

action. 
(b) Appoint a solicitor. 


(b) 


defend any 
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MEMBERS’ VOLUNTARY 
WINDING-UP 


Clause 256 


Any transfer of shares or 
alteration in the status of 
members after the commence- 
ment of the winding-up shall, 
unless made to or with the 
sanction of the liquidator, be 
void. 

Refer Clause 299. 


Statement of Affairs 
Clause 257(2) 


With the declaration of sol- 
vency filed pursuant to Clause 
257(1) there shall be attached 
a statement of affairs showing: 
(a) Assets and expected real- 

isation therefrom. 
(b) Liabilities. 
(c) Estimated 
winding-up. 


expenses of 


Powers and Duties of 
Liquidator 
Clause 269 

By permission of a special 
resolution of the company, a 
liquidator may exercise any of 
the powers given by para- 
graphs (b), (c) and (d) of 
Clause 236(1), and may exer- 
cise any other powers given to 
a liquidator in a winding-up by 
the court in his own discretion. 


Clause 270 


A liquidator may, with the 
sanction of a special resolu- 
tion of the company but sub- 
ject to certain provisions de- 
signed to protect the rights of 
members, accept shares, etc., 
as consideration for the sale or 
transfer of part or the whole 
of the assets of the company. 


Clause 271 


Within three months from 
the end of each year during 


The 





CREDITORS’ VOLUNTARY 
WINDING-UP 


Clause 256 


The provisions of this clause 
apply. 
Clause 263 

Any distress, execution, etc., 
put in force after the com- 
mencement of the winding-up 
shall be void, and no action 
shall be proceeded with except 
by leave of the court. 


Statement of Affairs 
Clause 260(4) 


At the first meeting of 
creditors there snall be pre- 
sented a full statement of 
affairs showing:— 

(a) Assets and the manner of 
their valuation. 

(b) A list of creditors and the 
estimtaed amount of their 
claims. 


Powers and Duties of 
Liquidator 
Clause 269 

By permission of the court 
or of the committee of in- 
spection, or of a meeting of 
creditors, a liquidator may 
exercise any of the powers 
given by paragraphs (b), (c) 
and (d) of Clause 236(1), and 
may exercise amy other powers 
given to a liquidator in a wind- 
ing-up by the court, in his own 
discretion. 


Clause 270 

The provisions of this clause 
apply. 
Clause 271 

Within three months from 
the end of each year during 
the continuance of the wind- 
ing-up the liquidator shall call 
meetings of the members and 
creditors at which he shall 
present accounts and a report 
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WINDING-UP BY 
THE COURT 


Sell the property by auc- 
tion, tender or private 
treaty. 

Execute all documents and 
use the company’s seal. 
Prove and accept divid- 
ends on the bankruptcy 
of a debtor. 

(f) Draw, accept, make or en- 
dorse any bill of ex- 
change. 

Raise any necessary 
money on the security of 
the assets of the company. 
Take all action necessary 
to recover any money due 
from a deceased contribu- 
tory or debtor including 
takingout letters of ad- 
ministration. 

Compromise any debt due 
to the company under 
£300 other than calls. 
Appoint an agent. 

Do all other things neces- 
sary to the winding-up. 


Clause 237 


In exercising the foregoing 
powers, the liquidator shall 
have regard to the discretions 
of the creditors, contributories, 
or committee of inspection, 
and may convene meetings for 
the purpose of ascertaining 
their wishes, or may apply to 
the court for directions, but 
otherwise shall use his own 
discretion. 


Clause 235 


As soon as practicable after 
receipt of a statement of af- 
fairs, the liquidator shall sub- 
mit to the court a report set- 
sing out:— 

(a) The amount of capital 
issued, subscribed and 
paid up, and the estimated 
assets and liabilities. 

The causes of failure. 
Whether in his opinion 
further enquiry is desir- 
able, and may make fur- 
ther reports to the court 
on fraud or other matters 
which he considers should 
be brought to the notice 
of the court. 


Clause 238 


All monies received by a 
liquidator shall be paid into a 
bank prescribed in the Rules 
or specified by the court. 


(c) 


(d) 
(e) 


(g) 


(h 


~_— 


(i 


~ 


~— 


(j 
(k) 


(b) 
(c) 





The Australian Accountant, December, 1961 


MEMBERS’ VOLUNTARY 
WINDING-UP 


the continuance of the wind- 
ing-up the liquidator shall call 
a general meeting of members 
at which he shall present ac- 
counts and a report of the 
winding-up. Notice of such 
meeting shall be sent by post 
to each mmeber. 


Clause 272 


Upon completion of the 
winding-up the liquidator shall 
call a meeting of the mem- 
bers to lay before it an ac- 
count of the  winding-up. 
Notice shall be given by ad- 
vertisement in the Government 
Gazette at least one month be- 
fore the date of the meeting. 
Two members shall constitute 
a quorum at such meeting. 
The liquidator shall within 
seven days of such meeting 
file a return of the holding of 
the meeting or a return that 
no quorum was present to- 
gether with a copy of his ac- 
counts. 


Clause 273 
Any arrangement with 
creditors in the course of 


winding-up shall be binding on 
the company if sanctioned by 
a special resolution and on 
creditors if sanctioned by three- 
quarters in value and one-half 
in number. 


Clause 274 


A liquidator (or any creditor 
or contributory) may apply to 
the court for directions on any 
questions. 





CREDITORS’ VOLUNTARY 
WINDING-UP 


of the winding-up. Notice of 
such meetings shall be sent by 


post to the members and 
creditors simultaneously. 
Clause 272 

Upon completion of the 


winding-up the liquidator shall 
call a meeting of the mem- 
bers and creditors to lay before 
it an account of the winding- 
up. Notice shall be given by 
advertisement in the Govern- 
ment Gazette at least one 
month before the date of the 
meeting. Two members and 
two creditors shall constitute a 
quorum at such meeting. The 
liquidator shall within seven 
days of such meeting file a 
return of the holding of the 
meeting or a return that no 
quorum was present together 
with a copy of his accounts. 


Clause 273 


The provisions of this clause 
apply. 


Clause 274 


The provisions of this clause 
apply. 












WINDING-UP BY 
THE COURT 


Committee of Inspection 


Clause 241 

A liquidator shall on request 
by a creditor or contributory 
summon meetings of creditors 
and contributories to determine 
whether a committee should be 
appointed and if so, to appoint 
same. 


Clause 242 


The committee — 

(a) Shall consist of creditors 
and contributories or per- 
sons holding powers of at- 
torney or special authori- 
ties from the same. 

(b) Shall meet at such times 
and places as they shall 
appoint. 

(c) May act by a majority of 
those present but shall not 
act unless a majority of 
the committee is present. 

(d) May act notwithstanding 
a vacancy provided their 
number is not less than 
two. 


Offences 
Clauses 300-306 


MEMBERS’ VOLUNTARY 
WINDING-UP 


CREDITORS’ VOLUNTARY 
WINDING-UP 


Committee of Inspection 


Clause 262 

A meeting of creditors may 
appoint a committee of not 
more than five persons, and if 
such a committee is appointed, 
the company may then ap- 
point not more than five per- 
sons to act on such committee 
— provided that the creditors 
may resolve that the persons 
appointed by the company 
ought not to act, in which case 
they shall not act, unless the 
court otherwise directs. 


Clause 262(3) 
Proceedings of the commit- 


tee shall be governed by the 
provisions of Clause 242. 


Sub-division (4) of Part X contains various provisions relating to officers or directors, or other 





officers of a company, which are directed towards ensuring full and proper disclosures to the 
liquidator, and dealing with fraud perpetrated both before and after the commencement of a 
winding-up. Penalties are prescribed for failure to keep proper books of account. Provision is 
made for personal liability of directors, officers or other persons where it appears that the company 
has been carried on fraudulently, and any officer or other person who has taken a part in the 
company’s affairs who has misapplied or retained any money or property of the company may be 
ordered to repay or restore such property. This latter provision may be applied to the salary of 
any officer of the company paid during the two years next preceding the commencement of the 
winding-up if it appears to the court to be unjust or unfair to other members of the company. 
[Clause 305.] 


Offences 
Clause 306(1) 

If in the course of a wind- 
ing-up by the court it appears 


Offences 
Clause 306(2) 


If it appears to the liquidator 
that an offence has been com- 


Offences 
Clause 306(2) 

The prcvisicns cf this clause 
apply. 


mitted, he shall forthwith make 
a report to the Minister. 


that an offence has been com- 
mitted, the court may direct 
the liquidator to prosecute the 
offender or refer the matter to 
the Minister. 
Clause 306(3) 

If in the course of any winding-up it appears to the liquidator that the company will be unable 
to pay its unsecured creditors more than ten shillings in the pound he shall forthwith report the 
matter to the Registrar. 


PROVISIONS APPLICABLE TO EVERY MODE OF WINDING-UP 


Clause 218 

The liability of a contributory shall be a 
specialty debt [Clause 219] and the following 
provisions apply:— 
(a) A past member shall not be liable if he 


Clause 217 


The provisions relating to winding-up deal- 
ing with (a) remedies against the property of 
the company, (b) priority of debts and (c) 
arrangements with creditors shall bind the 


Crown. has ceased to be a member for one year 
or more. 
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Organise Your Accountancy Studies for 1962 


PLAN NOW .. . START EARLY 
Enrol for your coaching with 
a competent coaching specialist 


a W. CHANT —coacuine SPECIALIST 


Principal of the L. W. CHANT TUTORIAL COLLEGE 
Hosking House, Penfold Place, Sydney. 






















of many years contact with Student problems is available. 


Mr. Chant knows your requirements .. . is ready to prepare you 
whether it be a Full Course, Stage or Group Section or Subject in 
which you require assistance. 


ENQUIRE EARLY START EARLY 


L. W. CHANT, Hosking House, Penfold Place, Sydney — 28-1596 











SAVE OVER £1,000 
on an ALL ELECTRIC Typewriter Keyboard Accounting Machine 


Our rebuilt book-keeping machines carry a 
TEN YEAR WARRANTY and UNCONDITIONAL 
GUARANTEE for SIX MONTHS. 


All our rebuilt machines are serviced by our 
team of Remington trained mechanics who enjoy 
the reputation of being the best in Australia. 


We also provide: 
@ free system review service 
@ free installation service 


@ free operation training, and machines are available 
for hire. 





Remington machines currently available include 
Illustrated above is a Model 86D models 122, 124, 126, 86D, 86E, and 586. 


electric accounting machine with 

fully electric typewriter key- $785 ’ 

bot GR Thiet te st ccecs Our representatives would be pleased to call at any time. 
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PRESELECTION EQUIPMENT (SALES) PTY. LTD. 


231 Oxford Street, Sydney. Phone FA 6616 
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(b) A past member shall not be liable for 
any liability contracted after he ceased to 
be a member. 

(c) A past member shall only be liable if 

present members are unable to satisfy the 

required contributions. 

In the case of a company limited by 

shares no member, past or present, shall 

be required to contribute beyond the 
amount unpaid on his shares. 

(e) In the case of a company limited by 
guarantee only no member shall be re- 
quired to contribute beyond the amount 
of his guarantee. 

(f) A member shall not be liable in respect 
of any contract in which the funds of the 
company are alone made liable. 

(g) Debts due to a member in his character 

of a member may be taken to account in 

the adjustment of the rights of the con- 
tributories among themselves. 


Clause 220 


(h) In the event of the death of a con- 
tributory his personal representatives shall 
be liable or if a contributory becomes 
bankrupt his liability shall constitute a 
provable debt in his bankruptcy. 


Clause 277 


The liquidator shall keep proper books of 
account including minutes which shall be open 
to inspection by any creditor or contributory. 


Clauses 278 and 279 


Provision is made for control by the court 
ever the conduct of liquidators, and any per- 
son aggrieved by any act of a liquidator may 
apply to the court for redress. 

Clause 281 

The liquidator shall at the end of each six 
months from the date of his appointment, file 
a statement of his accounts which may be 
audited, and copies of such accounts shall be 
retained by the liquidator for the inspection of 
any creditor or interested person, and shall 
notify creditors that the same is available, 
with all reports, etc., issued to creditors or 
contributories. 

Clause 283 

All documents issued by a company, its 
liquidator, or receiver or manager after the 
winding-up has commenced shall show the 
words “in liquidation” immediately after the 
name of the company. 


Clause 284 


The books and papers relating to the affairs 
of a company shall be prima facie evidence of 
the truth of matters recorded therein, and 
shall be retained by the liquidator for five 
years after dissolution. Special provision is 
made for their earlier destruction by permis- 
sion. 


Clause 285 
Subject to certain provisions a liquidator 


may invest surplus funds in government securi- 
ties or on deposit with any bank. 


(d 


~— 
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Clause 286 

All distributed or unclaimed monies in the 
hands of a liquidator shall be paid into the 
Treasury. 


Clause 287 


No liquidator shall be required to incur 
expenses unless there are sufficient available 
assets, except by order of a Registrar upon 
indemnity by a creditor or contributory. 


Proof and Ranking of Claims 
Clause 291 

The following provisions relate to the proof 
and ranking of claims of creditors:— 

(a) All debts future and certain shall be ad- 
missible subject to the rules of bank- 
ruptcy. 

(b) Contingent claims may be admissible 
upon a first estimate. 

(c) The same rules shall apply with regard to 
the respective rights of secured and un- 
secured creditors as are in force under the 
rules of bankruptcy. 


Clause 292 


(d) The following debts shall be paid in 

priority: — 

(i) costs and expenses of winding-up 
and the taxed costs of a petition. 

(ii) wages and salary (not exceeding 
£300 for any individual case) for 
services rendered within the four 
months next preceding the com- 
mencement of the winding-up. 


Clause 292(5) and 292(6) 


(iii) Workers Compensation claims (not 
exceeding £1,000 in any particular 
case) accrued before the com- 
mencement of the winding-up, and 
provided that any amount received 
under a policy of insurance shall be 
paid to the party concerned after 
deduction of proper expenses, but 
if the insurance cover is insufficient, 
this shall not limit the rights of the 
claimant. 

(iv) annual leave or long service leave 
accrued before the commencement 
of the winding-up. 

(v) rates which became due and pay- 
able within 12 months prior to com- 
mencement of winding-up, and land 
tax and income tax assessed prior 
to commencement of winding-up 
not exceeding ome year’s assessment, 
and any amount owing by the com- 
pany under any law relating to im- 
provements, etc., of land or de- 
velopment of mining. 


Clause 292(3) 

(vi) any amount owing for an advance 
made for payment of amounts re- 
ferred to at (ii) or (iv) hereof 
shall be entitled to the same priority 
as if the employee was the claim- 
ant. 





681 





Clause 218 

A debt due to a member in his character of 
a member shall not be admissible so as to 
compete with other creditors. 


Effects 

Clause 293 

(1) Any transaction which would constitute a 
voidable preference in bankruptcy shall 
be voidable in a winding-up in like 
manner. 

Any transfer or assignment by a company 
of all of its assets to trustees for the bene- 
fit of creditors shall be void. 


Clause 294 

(3) A floating charge created within six 
months prior to the commencement of a 
winding-up shall, subject to certain saving 
provisions, be invalid. 


Clause 295 

(4) Where a company has, within two years 
prior to commencement of winding-up, 
acquired or sold any property, etc., from 
or to a director of the company, or from 
or to a company with a common director, 
the liquidator may recover any excessive 
or deficient amount paid or received as 
the case may be 

Clause 296 

(5) A liquidator may, subject to various pro- 
visions, and with the leave of the court 
or of a committee of inspection, disclaim 
certain onerous or unprofitable property. 

Clauses 297 and 298 


(6) A creditor shall not be entitled to retain 
the benefit of any execution or attach- 


(2 


< 





ment of the company’s goods against a 
liquidator, unless he has completed the 
execution or attachment before the com- 
mencement of the winding-up, or before 
the receipt of notice of a meeting called 
to consider voluntary winding-up. 


Clause 299 

(7) A sheriff shall hold the proceeds of an 
execution in respect of a judgment ex- 
ceeding £20 for a period of fourteen days, 
and upon notice of the appointment of a 
provisional liquidator, a winding-up order, 
or resolution for voluntary winding-up, 
shall pay such amount (subject to deduc- 
tion of proper costs) to the liquidator. 


Dissolution 

Subdivision (5) of Division (4) of Part X 
relates to the dissolution of companies but as 
it appears that these are substantially similar 
to existing legislation it does not appear neces- 
sary to deal with these in detail. 


Unregistered Companies 

Finally in Division (5) of Part X provision 
is made for the winding-up of “mnregistered 
companies” including foreign companies or 
partnerships, associations or companies consist- 
ing of more than five members and generally 
it is provided that the provisions of the Part 
shall apply with the important exception that 
no such company shall be wound up volun- 
tarily. 

In concluding it should be pointed out that 
no reference has been made to a number of 
the clauses of the draft Bill, but an attempt 
has been made to deal with those provisions 
which are of the greater importance in outlin- 
ing the pattern offered by the proposed Bill. 





AUSTRALIAN SOCIETY OF ACCOUNTANTS 
Applications are invited for the full-time appointments on Head Office staff of the Society in 


Melbourne of — 


(a) TECHNICAL AND RESEARCH OFFICER 


Duties: Promotion, co-ordination and supervision of research in account- 
ancy, technical activities, publications and public relations of the Society. 
Position inaugurates major developments in the Society and provides scope 
for original thought and initiative. 

Qualifications: Sound technical and practical knowledge of accountancy, 
organising ability and a facility in written expression. 


Salary: Not less than £2,500 per annum, plus superannuation. 


(b) ACCOUNTANT 


Duties: Head Office accounting, supervision of branch accounting, budgeting 
and investments of Society and associated bodies. 


Qualifications: Membership of the Society with sound practical experience. 
Salary: In the vicinity of £1,750 per annum, plus superannuation. 
Apply in writing to the GENERAL REGISTRAR of the SOCIETY, 37 QUEEN STREET, 


MELBOURNE. 
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and Auditors 


The attention of members is drawn to the following lists of [- 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


GENERAL COUNCIL 
Auditor: Mr. T. L. Coleman. 


VICTORIA 


Councillors: Dr. H. F. Craig, Mr. L. H. 
Dillon, Sir Alexander Fitzgerald, Prof. L. 
Goldberg, Mr. E. J. L. Tucker. 


Auditor: Mr. T. L. Coleman. 


NEW SOUTH WALES 


Counciliors: Messrs. H. W. B. Chester, A. S. 
Deane, A. E. Dent, H. R. Irving, G. H. 
Peterson. 


Auditor: Mr. H. C. E. Wilton. 


SOUTH AUSTRALIA 


Councillors: Messrs. C. L. Hargrave, G. F. 
George, M. G. Kennedy, L. T. Whitehead. 


Auditor: Mr. E. H. Burgess. 


QUEENSLAND 


Councillors: Messrs. R. E. Iliff, J. G. Orr, 
R. W. Smalley, E. Smith, G. C. Townson. 


Auditor: Mr. L. T. N. Crawford. 


WESTERN AUSTRALIA 


Councillors: Messrs. J. E. D. Battye, J. D. 
Hawtin, G. A. Gordon, H. L. Thomson. 


Auditor: Mr. C. A. Hendry. 


TASMANIA 


Councillors: Messrs. V. A. Benjafield, J. G. 
Clark, L. N. P. Cox, H. A. Kerr. 


Auditor: Mr. E. R. Sargent. 


Election of Divisional Councillors 


onal 
Councillors and Auditors who are due to retire at the next annual meetings 
and who are eligible for re-election. Provisions of the relevant articles 
and by-laws and dates of meetings may be ascertained from the respective 
State Registrars. 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


GENERAL COUNCIL 
Auditor: Mr. R. R. Crozie1 


VICTORIA 


Councillors: The names had not been deter- 
mined at the time of going to press. 


Auditor: Mr. R. R. Crozier. 


NEW SOUTH WALES 


Councillors: Messrs. G. W. Bottrill, K. S. 
Fleming, J. M. Paul. 


Auditor: Mr. H. C. E. Wilton. 


SOUTH AUSTRALIA 


Councillors: Messrs. I. A. Angus, M. | 
Dennis, F. R. Harris. 
Auditor: Mr. W. H. Mildren 
QUEENSLAND 
Councillors: Messrs. E. D. Elphinstone, 


H. M. Harrisson, Miss J. F. Mills. 
Auditor: Mr. L. T. N. Crawford. 


WESTERN AUSTRALIA 


Councillors: Messrs. K. B. Gale, R. S. 


Middleton. 


Auditor: Mr. R. Goyne Miller. 
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REGISTER OF 
MEMBERS 


Australian Society of Accountants 


VICTORIA 


Provisional Associates: Ballantyne, D. F.; 
Conroy, J. D.; Goode, C. B.; Hinde, H. J.; 
Mak, W.; Wong, Y. F. 


Associates: Burke, C. P.; Gleeson, P. M.; 
Halliday, H. C.; Harding, G. A.; Harris, S. 
McL.; Jacob, V. C.;: Kerr, G. F.; Kerin, J. F.; 
Knappett, K. M.; McCarthy, T. J.; Pitts, R. T.; 
Rumbold, H. A.; Tucker, V. J. 


Advanced to Associate: Harichandran, S.; 
Lee, F. J.; Quayle, A.; Taylor, E. P.; Taylor, 
BE. 


Removed from Register: Deceased:— Clem- 
ents, B. R.; Hewett, A. S.; Kennan, A. P.; 
Miles, C. E. Resigned:— Renwick, W. H. 
And:— Craig, L. J.; Crofts, J. M.; Howes, 
D. J. F.; Keane, W. J.; Leitch, J. K.; Myers, 
K. F. A.; Newton, K. A.; O'Connell, J. T.; 
Ruttledge, C. W. F.; Ryan. J. W.; Teska, J.; 
Thomas. W. G. M.; Wallis, R. J.; White, 
C. F.; Williams, H. L.; Young, R. J. 


NEW SOUTH WALES 


Provisional Associates: Boyce, J. M.; Wil- 
liams, R. C. 

Associates: Beggs, R. J.; Cherry, J. H.; 
Hanna, R. M.: Herron, A. E.; Hyams, R. B.; 
Nash, B. N.; Read, D. W.; Robinson, W. H.; 
Searle, R. H.; Shuttleworth, N. H.; Verey, B. 
H.; Wright, J. F. 

Advanced to Associate: Elmslie, A. R.; 
Ramage, I. A.; Scott, J. J.; Steinberger, R. W. 

Removed from Register: Deceased:— Cun- 
ningham, C. T.; Goyen, F. M.; Higman, W. 
H.; Lee, J. G. G. Resigned:— Caisley, H. R.: 
Potts, J. C. And:— Brown, A. J.; Farlow, 
H. H.; Gortley, W. T.; Learmonth, R. W.; 
Leber, L. W.; Murphy, B.; McEachern, F. K.; 
Radcliffe, M. H.; Rubie, P. N. B.; Sharpe, P. 
A.; Smith, C. E. E.; Thurecht, K. J.; Walters, 
H.; Yates, T. A. 


QUEENSLAND 


Provisional Associate: Richardson, D. A. 


Associates: Collins, E. M. C.; Fell, J. C.; 
Twemlow, K. A. 


WESTERN AUSTRALIA 
Provisional Associate: Ferguson, A. I. S. 
Associate: Caldow, W. C. 

Advanced to Associate: Raftery, G. A. 
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SOUTH AUSTRALIA 


Associates: Hickey, L. J.; Horton, R. R.; 
Jeffs, D. M.; O’Shaughnessy, R.; Rawnsley, G.; 
Robinson, R. J. 


_——— to Fellow: Moffatt, A.; Needs, 


Removed from Register: Deceased:— Bee- 
vor, M. F.; Camens, M. E.; Murray, A. J.; 
Reid, R. R. 

TASMANIA 
Associate: Briggs, D. H. 
Removed from Register: Layton, W. C. 


OVERSEAS 
Provisional Associate: Lee, S. K. 


Associates: Chan, P. L.; Cheung, S. M.; Ho, 
K. K. D.; Kumarappan, M.; Leong, W. H.; 
Tse, F. K.; Wong, K. N.; Yang, S. Y. $.; 
vou, Cc. &. RB. 


Advanced to Associate: Mok, Y.; Tan, B-T..; 
7, t. a VOR, ©. L 


Australasian Institute of 
Cost Accountants 


VICTORIA 
Associates: Higgins, H. J. N.; Pitt, H. B. 
Advanced to Associate: Beck, R. W. 


NEW SOUTH WALES 
Associates: Cover, R. V.; King, H. M.; 
Nicol, A. D.; Rooney, B. J.; Scott, M. 
WESTERN AUSTRALIA 
Advanced to Associate: Raftery, G. A. 
Removed from Register: Resigned :— 
Hughes, B. S. 
SOUTH AUSTRALIA 
Provisional Associate: Fowler, R. M. 


Associates: Charlton, J. W.; Letheby, D. N.; 
O'Shaughnessy, R.; Wyett, E. S. 


Advanced to Associate: Allister, W. K.; 
Martin, B. P. 


Advanced to Fellow: Stewart, K. D. 


OVERSEAS 


Provisional Associates: Blaikie, B. W.; Hoh, 
K. T.; Lung, T-K.; Yoong, K. H. 


Associates: Chow, H.; Ho, M. C.; Sih, S. T. 


Advanced to Associate: Christensen, D. A.; 
Tan, T. H. 
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A.M.P. has knocked out money worries for self- 
employed men who wonder where their income 
will come from— 

e When sickness or accident strikes 

e When old-age and retirement approaches. 


Ask your A.M.P. man for details of 


e The new A.M.P. Professional Income Pro- 
tector Policy, and the 


e A.M.P. Tax-Free Superannuation Plan. 





AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


Australia’s largest and oldest life assurance organisation 





HEAD OFFICE: 87 PITT STREET, SYDNEY. Offices in cities and towns 
throughout Australia and New Zealand and in the United Kingdom 









































A.M.P. members enjoy the unquestioned security afforded by funds of £500,090,000 
which the Society seeks to invest to the greatest benefit to members. 
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What takes 
aman to 


the TOP ? 


The climb to the top in business and investment 
success begins when a man is well informed 
about his field and wisely uses the information 
he receives. 


Associates and clients are equally impressed 
when a man shows his knowledge of current 
happenings and can apply it to his and their 
own problems. Now the new weekly Financial 
Standard is concisely and accurately feeding 
Australia’s progressive professional men, man- 
agements, executives and investors with cur- 
rent news and comments on financial, busi- 
ness and mining developments in Australia. 





Widen your horizons by 
reading the new weekly 


ETAL 


STANDAR 


formerly the fornightly “In- 
dustrial and Mining Standard” 


EVERY WEEK, the new Financial Stendard’s pull- 
out, ready-perforated index lists alphabetically 
several hundred articles and items of business 
and financial news appearing in over a hundred 
Australian newspapers and specialised journals 
° - plus file-away company profiles detailing 
financial state, management, personalities and 
products. 


Handsomely bound, hard cover binder is avail- 
able for filing your company profiles and index 
references. Stay informed—don‘t miss one issue. 
Post this coupon now to Southdown Press, 33 
Rosslyn St., West Melbourne, C.1. 


Just tick. 


@ Please send me the special binder and 50 
issues, post free, of the Financial Standard. 
Cheque/money order for £5/5/- is enclosed. You 
save 15/- by taking your binder and subscription 
together. 


@ Please send me 50 issues, post free, of the 
Financial Standard. My cheque/money order for 
£5 is enclosed. 


Bes Bae eooqeners 





D Mit bo ste Lee @ 
SEE ST ee ; 
ae ae eae . 


AVAILABLE AT YOUR NEWSAGENTS 











Safeguard Confidential 
Papers from Pryi 


YOUR PAPERS 
GO IN HERE 








ae a rs 


UNREADABLE 
NEW SHREDMASTER (sueens come our 


HERt 


Portable office paper shredding machine 
quickly, easily, and effectively destroys 
confidential papers and obsolete records 
in your own office. Quiet, compact. Safe 
and easy to operate! New low price! 


Full Particulars from the 
SOLE AUSTRALIAN DISTRIBUTORS 





143. FRANKLIN STREET, 
MELBOURNE, C.1, VIC. 345658, 34 5697 


SUITE 1, 50 WILLOUGHBY ROAD, 
=ROW’S NEST, N.S.W. 430615, 43 0616 








Please send me full particulars of the | 
“BANTAM 10” SHREUDMASTER '! 











Mr 
Company 
Address 
Phone 
A.A.12/61 
SEPT a EB 
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HE Treasurer, Mr. Harold Holt, 

when introducing the Report of the 
Commonwealth Committee on Taxation 
on 17 August, stated that legislation 
which would be introduced relating to 
“particular areas of tax avoidance” 
(superannuation funds, family partner- 
ships and trusts, leases, and alienation of 
income) would operate from that date. 


A statement of this kind inevitably 
produces uncertainty in the minds of the 
taxpaying community. In an attempt to 
resolve this uncertainty, the Treasurer 
issued a further statement on 1 Novem- 
ber as follows: 


“From inquiries I have received, it ap- 
pears that the Government’s intentions 
with respect to the Report of the Com- 
mittee on Taxation are not fully under- 
stood. This Report raises many complex 
issues both of a substantial and a tech- 
nical kind. The Government has not yet 
completed its consideration of the Re- 
port and is not committed to implement 


The Commonwealth Committee on Taxation 


STATEMENT BY THE FEDERAL TREASURER 


any of its recommendations. But there 
are three things which are quite definite. 


“Firstly, in its approach to existing 
transactions, particularly family trusts 
and partnerships, which were the subject 
of recommendations by the Committee, 
the Government will have very much in 
mind the fact that many of these arrange- 
ments are entered into not solely or 
primarily to avoid or reduce taxation but 
to achieve greater efficiency or to pre- 
serve continuity of business and family 
interests or for similar laudable reasons. 


“Secondly, no amendment which the 
Government might propose will affect 
income earned or received in any year 
before the income year 1962-63. 


“Thirdly, no such amendment will 
apply to leasehold improvements made 
prior to 17 August, 1961, or subse- 
quently thereto in performance of a con- 
tractural obligation entered into prior to 
that date.” 





NEWS AND NOTES 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


NEW SOUTH WALES 


Accounting Convention 


The second Cooma Convention, held on the 
week-end of 3-5 November, was officially 
opened by the Mayor of Cooma, Alderman 
A. Johnson, on Friday evening at a buffet 
dinner. The district Group chairman, Mr. 
A. W. Rackham, F.A.S.A., in introducing the 
Mayor, extended a welcome to over one 
hundred visiting and local members who at- 
tended the dinner at the Alpine Hotel. 


A technical session was held on Friday 
evening at which Mr. E. W. Waldron, 
A.A.S.A., A.C.A.A., budget officer, Philips 
Electrical Industries Pty. Ltd., presented a 
paper, “How Differential Costing Can Assist 
Your Profits,” based on a report of a special 
committee of The Australasian Institute of 
Cost Accountants (N.S.W. Division). 
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Later in the evening at the Snowy Moun- 
tains Authority’s information centre, Sir 
William Hudson, K.B.E., B.Sc. (Lond.), 
M.Inst.C.E., Commissioner, Snowy Mountains 
Hydro-Electric Authority, officially welcomed 
those present and described the Snowy Moun- 
tains scheme prior to the showing of the 
Authority's latest film, “Up Kosciusko Side.” 


On Saturday, members began a tour of the 
Snowy Mountains Hydro-Electric Scheme and, 
in the evening, the convention dinner was held 
at the United Motel, Cooma. 


On Sunday the tour was continued after an 
informative inspection of the Authority's ex- 
perimental laboratories. 


Members’ Luncheon 


At the luncheon held at the Trocadero on 
8 November, 254 members and guests were 
present to hear an entertaining address by Mr. 
Alan McGilvray, the well-known cricketer and 
radio commentator, on “Cricket in England in 
1961.” Mr. McGilvray recently returned to 
Australia after accompanying the Australian 
Test team on its tour of England as one of 
the B.B.C. commentators on the Tests. Mr. 
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H. R. Irving, State President, was chairman of 
the luncheon, and the vote of thanks to the 
speaker was moved by Mr. A. S. Deane, a 
member of the Divisional Council. 


Library Bulletins 

Library bulletins “B” and “C,” covering the 
books in the costing and auditing sections of 
the Society's Sydney Library and published 
since 1940, are now available to members on 
application. 


Personal 

Mr. J. A. Walton, A.A.S.A., is now con- 
ducting his practice at 75 King Street, Sydney. 
Telephone 29 7461. 

Mr. E. Kauders, A.A.S.A., A.C.A.A., is now 
conducting his practice at 165 Clarence Street, 
Sydney. Telephone BX 5730. 

Mr. James Walker, A.A.S.A., has been ap- 
pointed general secretary of Fire Fighting 
Equipment Ltd. Since January 1960, Mr. 
Walker has been the company’s assistant secre- 
tary and he succeeds Mr. D. Hodge, A.A.S.A.., 
who has become assistant general manager of 
the company. 


WAGGA WAGGA DISTRICT GROUP 
Banking Lecture 

Mr. J. G. Menzies, B.Ec., F.A.S.A., chief 
accountant of the Reserve Bank, addressed an 
audience of 40 at Wagga on 15 November, 
on the subject, “The Role of the Reserve Bank 
in Australia.” The chair was occupied by the 
District Group chairman, Mr. W. H. Stillman, 
and a vote of thanks to the speaker was moved 
by Mr. M. T. Pumpa and seconded by Mr. 
D. H. Sanders. 


NEWCASTLE BRANCH 

Taxation Lecture 

Mr. R. L. Bowra, LL.B., A.A.S.A., senior 
lecturer, University of New South Wales, ad- 
dressed members on the topic, “Taxation of 
Primary Producers,” at the Branch meeting 
held at the Town Hall, Maitland, on 3 Novem- 
ber. This occasion marked the second lecture 
arranged by the Newcastle Branch outside 
Newcastle. The chair was occupied by Mr. 
N. R. F. Macmillan, F.A.S.A., and, on behalf 
of the 30 members present, a vote of thanks 
was moved by Mr. F. J. Cane to the speaker. 


SOUTH AUSTRALIA 


October Lecture 

The October lecture given by Mr. Noel 
Lothian, Director of the Botanic Garden, 
Adelaide, to which members and their wives 
were invited, attracted great interest, and all 
who desired to attend could not be accommo- 
dated. 

Mr. Lothian’s address, under the provocative 
title of “So You Want to Go Native,” dealt 
with Australian native trees and shrubs, and 
it was illustrated by colour slides. Following 
the talk, members and their wives were enter- 
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tained at supper by the State President and 
members of the Divisional Council. 


October Luncheon 

The speaker at the October luncheon, Majer 
D. L. Forde of the Shell Company of Aus- 
tralia Ltd., gave an interesting description of 
his experiences in West Berlin while serving 
as an officer of the British Army. The func- 
tion was held at the S.A. Railways Refresh- 
ment Rooms, and 112 members were present. 


Remembrance Day 


The State President, Mr. D. P. Williams, 
represented the Society at the Remembrance 
Day Service at the South Australian War 
Memorial and placed a wreath on behalf of 
the members of the Division. 


Branch Activities 

The State President, Mr. D. P. Williams, 
visited the Port Pirie Branch on 20 October 
and attended a meeting of members arranged 
for that evening. Mr. Williams was accom- 
panied by Mr. D. J. H. Lovell, F.A.S.A., 
manager of John P. Young & Associates 
(S.A.) Pty. Ltd., who spoke to members on 
“Realizing the Potential of the Management 
Team.” 


Group Activities 


Seventeen members attended the monthly 
meeting of the Practising Accountants’ Group 
on 26 October when further discussions were 
held on Bv-Laws 3A, 6(2)b and 14. 


The Retail Traders’ Group met on 6 
November, the main topic of discussion being 
“Are Prompt Discounts Worthwhile?” So 
much interest was created by this discussion 
that the committee is giving consideration to 
further examination of this subject. 


By courtesy of the management of Bur- 
roughs Ltd., the November meeting of the 
Mechanisation Group was held at the com- 
pany’s showrooms, Wakefield Street, Adelaide, 
where an inspection was made of the com- 
pany’s accounting machines. The 25 members 
who attended were the guests of the manage- 
ment at supper following the meeting. 


Personal 


Mr. L. A. Braddock, F.A.S.A., an Australian 
vice-president and a member of the South 
Australian Divisional Council, returned to 
Adelaide on 8 October after visiting South 
East Asia under the Colombo Plan with the 
General Registrar of the Society, Mr. C. W. 
Andersen. 

The general manager of the Electricity 
Trust of S.A., Mr. C. R. S. Colyer, F.A.S.A., 
returned to Adelaide recently after a four- 
months tour of Britain, the Continent, the 
U.S.A. and Canada. 

Mr. L. G. Bushby, A.A.S.A., a former mem- 
ber of the South Australian Divisional Coun- 
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cil, was elected chairman of the conference of 
Australian and New Zealand trustee com- 
panies held at Adelaide recently. 

Mr. L. W. Evans, A.A.S.A., has been ap- 
pointed secretary to the Printing and Allied 
Trades Employers’ Association of S.A. Mr. 
Evans was formerly with the Electricity Trust 
of S.A. for 27 years. 

Mr. H. F. Bowden, A.A.S.A., has been ap- 
rem managing director of Harris, Scarfe 

td. 


QUEENSLAND 


Recent Lecture 

Members listened with interest to Mr. A. J. 
Stratigos’ lecture on “The Accountant’s Role 
in Reporting to Management” on 12 October. 
Mr. Stratigos is not an accountant, and it was 
refreshing and illuminating to hear manage- 
ment’s thoughts on what is expected from the 
accountant. Mr. Stratigos brought out the 
point that the accountant must, to a degree, 
sell himself, his figures, and his thoughts, to 
management, just as management has to sell a 
company’s products. A bare presentation of 
figures, though intelligible to the accountant, 
can sometimes be of little use to management 
untrained in interpreting those figures; simpli- 
fication of financial statements, the use of 
graphs, and clarity in ideas and presentation 
are essential. In the discussion period consider- 
able interest was shown in the speaker's ex- 
planation of the committee form of control 
exercised in his company. 


VICTORIA 


October Luncheon 

Major-General R. J. H. Risson, C.B., C.B.E., 
D.S.0., Chairman of the Melbourne and 
Metropolitan Tramways Board, was _ the 
speaker at the monthly luncheon held on 26 
October, his subject being “Making Trams 
Pay.” His talk dealt with Melbourne’s trans- 
port system and, in particular, trams and buses 
operated by the Board. Punctuality, efficiency 
and courtesy are the aims of the Board, and 
with 44% of Melbourne’s travelling public 
using trams daily, they remained a most im- 
portant factor in the transport system. Mr. 
EB. J. L. Tucker, President of the Victorian 
Division, who was chairman of the luncheon, 
thanked General Risson for his challenging 
and informative talk. 

Taxation Aspects of Export Incentives. 

Mr. C. J. Fieldhouse, LL.B., managing 
direetor, Victa Limited, came from Sydney to 
deliver this public lecture at Nicholas Hall on 
26 October. The lecturer drew on his wide ex- 
perience of international trade to explain the 
operation of the recently announced tax in- 
centives for export, by way of payable tax 
rebates and special double deductions for 
market development and promotional ex- 
penses. The State President, Mr. E. J. L. 
Tucker, moved a vote of thanks to the speaker 
for his excellent presentation of his subject. 
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November Luncheon 


Mr. D. Leo Canavan, B.Com., A.A.S.A., 
Deputy Commissioner of Taxation, was the 
speaker at the luncheon held on 14 Novem- 
ber at The Victoria Ltd. In the course of his 
address Mr. Canavan gave some interesting 
figures about the great number of returns 
handled by his department, and he paid a 
tribute to the accountancy profession, the 
members of which invariably extended the 
fullest co-operation to the Department, thus 
contributing to the happy relations existing 
between the profession and the Department. 
Mr. E. J. L. Tucker, State President and chair- 
man of the luncheon, moved a vote of thanks 
to the speaker on behalf of the capacity at- 
tendance of members and friends. 


Annual Research Lecture 


The twenty-second annual lecture in the 
University of Melbourne was delivered by Pro- 
fessor E. Bryan Smyth, F.A.S.A., on 31 Octo- 
ber. Professor Smyth occupies the Foundation 
Chair in Accountancy and is Dean of the 
Faculty of Commerce in the University of 
New South Wales. He discussed his subject, 
“Profitability and the Conventional Applica- 
tions of the Rate of Return Concept,” with 
particular reference to its use in the areas of 
decision making and managerial performance. 
He gave selective treatment to the main 
methods conventionally used in calculating 
rate of return including the financial statement 
and the time adjusted or discounting methods, 
and an examination was made of the approp- 
riateness of each for a particular purpose. 

Included in the paper were the results of a 
survey made by Professor Smyth into the uses 
of “rate of return” concept by a selected 
sample of what might be regarded as “better 
managed” Australian companies. He compared 
these results with a similar American survey. 

Sir Alexander Fitzgerald moved the vote of 
thanks to the lecturer and Dr. H. F. Craig 
seconded it. Both commented briefly on the 
paper. Mr. BE. J. L. Tucker moved a vote of 
thanks to the chairman, Professor L. Goldberg. 

Divisional Council entertained Professor 
Smyth to dinner after the lecture with Uni- 
versity representatives and representatives of 
kindred bodies. 


Taxation Study Groups 


The attention of members, particularly those 
in public practice, is drawn to the fact that at 
the moment there are a number of vacancies 
in these study groups, which meet monthly to 
discuss matters of common interest in the field 
of taxation. Members interested should write 
to the State Registrar. 


BALLARAT BRANCH 


The Branch’s final meeting for 1961 was 
held on 30 October when Mr. W. L. Dick, 
A.A.S.A., A.C.A.A., vice-president of the Vic- 
torian Division of The Australasian Institute 
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of Cost Accountants, gave a most interesting 
address on the subject of “The Accountant and 
the Control of Distribution Costs.” Mr. Dick 
dealt with the importance and objectives of 
such control; practical problems encountered; 
some techniques of control and matching re- 
sults with responsibility and the essential need 
for control under today’s conditions. 

Mr. H. S. Southam, who accompanied Mr. 
Dick from Melbourne, also made interesting 
comments on various aspects of the subject. 
Other members also engaged in a lively dis- 
cussion on many topical points raised by the 
speaker. 

The Chairman of Branch Council, Mr. J. 
Heinz, A.A.S.A., presided, and at the con- 
clusion of proceedings, Mr. T. E. Barnes, 
A.A.S.A., vice-chairman of the branch, moved 
a vote of thanks to Mr. Dick. 


WESTERN AUSTRALIA 


Recent Luncheons 


The speaker at the Perth October luncheon 
was Major Norman Brearley, D.S.O., M.C., 
A.F.C., who spoke on the “Development of 
Aviation, Since the First World War.” 

At the Fremantle luncheon, a representative 
from the Royal Aero Club of W.A. described 
the operations of the club and the light air- 
craft industry. 

At the November luncheon in Perth, Mr. 
J. D. Leithead spoke about the European eco- 
nomic community and the effect of Britain’s 
entry into the Common Market. Mr. J. D 
Leithead is the British Trade Commissioner in 
Western Australia. 

Personal 

Mr. Bruce A. Rocke, A.A.S.A., has been 
appointed a director of the W. A. Starr- 
Bowkett Investment Benefit Building Society. 

It was with great regret that the Divisional 
Council heard of the death of Mr. E. R 
Browne-Cooper, F.A.S.A. The late Mr. 
Browne-Cooper who was 93, was probably 
the Society’s oldest member. He maintained a 
keen interest in the Society's activities and 
regularly attended the Division’s monthly 
luncheons. 


TASMANIA 
NORTHERN BRANCH 
Lecture Evening 


On 7 November the Northern Branch Coun- 
cil arranged a lecture evening in conjunction 
with the Launceston Chapter of the Chartered 
Institute of Secretaries. The function was held 
in the Gas Company Theatrette, with an at- 
tendance of fifty. The subject of the discus- 
sion was “Superannuation” and different 
aspects of the subject were put forward by two 
speakers. Mr. V. A. Benjafield, A.A.S.A., 
A.C.A.A., a member of the Divisional Council, 
discussed “Superannuation— A Case Study;” 
the Divisional President, Mr. A. H. Braby, 
LL.B., A.A.S.A., spoke on “Life Assurance 
and Superannuation.” Those present indicated 
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their interest in the subject by lively partici- 
pation in a discussion period which followed 
the lectures. 

At the conclusion of the evening, the Divi- 
sional President, Mr. Braby, presented certifi- 


cates of membership to Messrs. J. W. Bye, 


A. G. Hart and R. O. Payne, and to Mr. J. W. 
Gardiner, a certificate of membership and an 
Honours certificate. 
Annual Meeting 

The annual meeting of the Northern Branch 
will be held on 19 March, 1962, followed by 
the annual dinner. Members will be advised 
by circular of further details. Nominations 
for the office of Branch Councillor (three 
vacancies) close on Wednesday, 21 sametey 
1962, with the Branch secretary, Mr. M. 
Wright, 59-63 Paterson Street (P.O. Box 770), 
Launceston. Retiring Councillors are Messrs. 
G. E. Bowen, D. S. Mayhead and L. R. 
Wastell, who are eligible for re-election. 


—— -¢-—— 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


SOUTH AUSTRALIA 


January Visit 

As the first function in the New Year, a 
visit to the plant of Coca-Cola Bottlers 
(Adelaide) Ltd. has been arranged for Tues- 
day evening, 23 January. Members wishing to 
attend are advised to assemble at 6 p.m. in 
front of the Coca-Cola factory at 39 Port 
Road, Thebarton. The programme for the 
evening will comprise an inspection of the 
unique costing system in operation, followed 
by a conducted tour of the bottling plant, 
with opportunity for members to sample some 
of the company’s products. 


—_- ¢ 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


NEW SOUTH WALES 


Certificate Presentation 

A large number of new members and 
friends were present at an evening held late in 
October at Paling’s Concert Hall when the 
State President, Mr. K. S. Fleming, presented 
certificates of membership and examinations 
honour awards. After the formal business was 
concluded, light refreshments were served and 
the opportunity was taken to introduce Divi- 
sional Councillors to those present. 
Convention Brochures 

Copies of the lectures delivered at the con- 
vention held at Terrigal on the subject of 
“Accounting for Changes in Money Values” 
are available from the State Registrar, Bligh 
Street, Sydney, price 30/- per set. 
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Activities Programme 

A detailed brochure setting out planned 
activities for 1962 is almost completed and 
will be mailed to members early in the new 
year. It is felt that this will allow members 
to plan attendance at most functions. 


Discussion Groups 

A sub-committee comprising Messrs. B. C. 
Goudie, D. Cantle and A. Baker has been in- 
vestigating the formation of discussion groups 
to promote within the Institute a wider know- 
ledge of cost accounting practice and develop- 
ment. A circular covering full details is now 
being compiled. 
Export Development Programme 

Mr. H. Levesque has been appointed chair- 
man of a group formed primarily to advise 
members and affiliated associations on export 
costing. The aim of the group is to ensure the 
co-operation of all bodies in N.S.W. who may 
have export potential. The Division realises 
the great importance of export markets to 
modern business and, with support from the 
Department of Trade, is formulating an ex- 
pansive programme. 
New Appointments 

The following members have been appointed 
to the Activities Committee, Messrs. R. G. 
Dryen, senior lecturer, Faculty of Commerce, 
The University of New South Wales, and 
Cyril Williams, cost accountant, Comalco 
Products Pty. Ltd. 
Christmas Function 

The popular Christmas function was a 
held at the Trocadero on 4 Beneeies. The 
large gathering of members was welcomed by 
the State President prior to dinner which was 
followed by excellent entertainment. 


VICTORIA 


Presentation of Certificates 

Certificates were presented to new members 
and those advanced to the status of Associate 
and Fellow respectively at a most enjoyable 
function held at the R.A.C.V. Club on 30 
November. 


Christmas Luncheon 

On 15 December that doyen of tennis, Mr. 
Harry Hopman, addressed members in his 
usual entertaining manner, rounding off a func- 
tion thoroughly enjoyed by all present. 


1962 Programme 

An interesting programme has been pre- 
pared for the first half of 1962 and some of 
the activities have been directed towards the 
subjects covered by the new syllabus which 
commences on the Ist of January. 
February — An appreciation of work study by 

Mr. Meadley of W. D. Scott & Co. Pty. Ltd. 
March — Annual meeting and social evening. 
April—Lecture on “Economic Forecasting and 

Current Economic Trends” including the 
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“Anticipated Effect of the Common Market” 


by Mr. Nevin N. Ellis, B.Com., B.A., 
A.A.S.A., recently Trade Commissioner in 
London. 


May 25-27— Convention at Manyung, Mt. 
Eliza. 

June — Film Night— “Use of the Computer 
in Marketing” and “Variety Reduction.” 


SOUTH AUSTRALIA 

Export Drive 

An encouraging response has been received 
to the State President’s letter to all members 
seeking the names of members prepared to 
serve on two panels being established to assist 
members of the Institute and outside organisa- 
tions in expediting the Government's export 
drive. Mr. A. J. Adam is chairman of the 
committee organising the establishment of 
these groups. 


Remembrance Day 


The State President, Mr. F. R. Harris, 
represented the Institute at the Remembrance 
Day Service at the South Australian State War 
Memorial and placed a wreath on behalf of 
members of the Division. 


QUEENSLAND 


Taxation Lecture 

At the Division’s luncheon held on 15 
November, an interesting address was delivered 
by Mr. J. Tully, assistant regional director, 
Department of Trade, on the subject, “Taxa- 
tion Concessions as Export Incentives.” The 
meeting was well attended, and Mr. George 
Robbins, the State President, as chairman, ex- 
tended a welcome to the visitors, who included 
the presidents of the Chamber of Manufac- 
tures, the Australian Institute of Management 
and the Chamber of Commerce respectively. 
Mr. Tully outlined briefly the various in- 
centives which were available to manufac- 
turers, and gave a number of examples of how 
these incentives could be of benefit to a com- 
pany considering increasing its exports. He 
also stressed the point that it is essential for 
Australia to increase her exports. At the close 
of the address, Mr. Tully said that he was 
willing to discuss any of these problems with 
representatives of companies, and would join 
with the companies interested in discussing 
with the Income Tax Department the various 
aspects of income tax concessions. 
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COST INSTITUTE STUDENTS’ 
SOCIETY 


VICTORIA 


The year’s activities concluded with the re- 
view on 7 and 14 December of =~ October 
1961 examination papers, by Mr. F. W. Paine 
of A. E. Speck & Associates. 
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PROFESSIONAL NOTICES 


University of Melbourne 


Applications are invited for a position of 
SENIOR LECTURER or LECTURER in 
ACCOUNTING. 

The salary range is £2,450 to £3,000 per 
annum for Senior Lecturers and £1,650 to 
£2,450 per annum for lecturers. Salary will 
be determined according to qualifications and 
experience. Applicants should possess a uni- 
versity degree with a major in Accountancy, 
be members of a recognized professional as- 
sociation of accountants and preferably have 
had experience in university teaching of ac- 
countancy. Superannuation similar to F.S.S.U. 
in Great Britain. Conditions of appointment 
may be obtained from the Registrar, Univer- 
sity of Melbourne, Parkville, N.2, Victoria, 
and applications should reach him by 10 
January, 1962. 

F. H. Johnston, Registrar. 


PROFESSIONAL VACANCY — An excel- 
lent opportunity exists for an energetic, quali- 
fied man in an expanding Port Moresby prac- 
tice. Must be well experienced in all phases of 
the profession and capable of assuming re- 
sponsibility. Commencing salary will not be 
less than £1,560 p.a., with early increases de- 
pendent on ability. Write:— The Advertiser, 
Box 127, Port Moresby. 


APPLICATIONS invited for permanent 
Position as accountant/bookkeeper with a well- 
established and growing agency dealing largely 
with overseas publications. Very interesting 
work and suitable for a young and ambitious 
man desirous of advancing with a growing 
business. Good opportunity to advance with 
the growth of business. Situated in near-city 
suburb. Good salary in accordance with 
qualifications. Replies to Carter & Adams, 
public accountants, 62 Wellington Parade, East 
Melbourne, C.2. 


ACCOUNTANT - OFFICE MANAGER — 
Financially sound public company in light 
engineering field requires qualified person, 
sound manufacturing background. Age 30 to 
40 years. Salary (minimum) £2,000 p.a., 
plus other benefits. Reply to “Doxby,” C/- 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


PERTH OPPORTUNITY —C. P. Bird & 
Associates, the largest firm of public account- 
ants in W.A., invite applications from qualified 
or near-qualified young men. G commenc- 
ing salary, commensurate with experience and 
ability with excellent prospects of obtaining a 
share in the practice and earnings in excess of 
£2,000 per annum. Details of several other 
incentives and an outline of the comprehensive 
service given by our firm will be provided on 
application, in writing, to C. P. Bird & 
Associates, G.P.O. Box R1253, Perth. 
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The University of New South Wales 


LECTURERS — SCHOOL OF 
ACCOUNTANCY 


Positions in the school of accountancy at 
Kensington are open to qualified accountants 
who have an appropriate University degree, 
preferably with honours, or have equivalent 
qualifications. Membership of accountancy as- 
sociations and practical experience would be 
valuable. 

Salary range: £1,779-£2,484 per annum, 
according to experience and qualifications. 

Inquiries should be addressed to Professor 
E. B. Smyth, Dean of the Faculty of Com- 
merce, Box 1, Post Office, Kensington. Appli- 
cations should be sent to the Appointments 
Section, Box 1, Post Office, Kensington, 
N.S.W., as soon as possible. 

J. O. A. Bourke, Bursar. 


CHARTERED SECRETARY-ACCOUNT- 
ANT, aged 40, wishes to enter public account- 
ing in country practice, north coast of N.S.W. 
Experience includes both professional and 
commercial. Qualifications A.A.S.A., A.C.LS. 
Capable and energetic. Eventual partnership 
or purchase envisaged. Reply No. 843, C/- 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


MELBOURNE PRACTICE REQUIRED — 
Firm of two partners with capacity for ex- 
pansion seeks to acquire additional clients. 
Consideration will be given to the purchase of 
whole or part of existing practice with gradual 
retirement of practitioner if desired. Reply 
No. 840, C/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


ADELAIDE PRACTICE REQUIRED with 
gross fees up to £10,000, adequate cash avail- 
able to retiring practitioners. Details in the 
first instance to No. 841, C/- Australian 
Society of Accountants, 22 Grenfell Street, 
Adelaide. 


YOUNG MAN, 29 years, residing at West 
Ryde, own car, who sat for his last subject 
under the Society’s recent examinations, would 
like to obtain additional work on evening and 
week-end basis from established practitioner. 
Please reply to No. 842, C/- Australian 
Society of Accountants, 5 Bligh Street, Sydney. 


ASSOCIATE, Melbourne, experienced com- 
pany secretary-accountant, has time available 
to assist practitioners with books, tax, share 
work. Telephone 88 3496. 


CALCULATOR — Griffiths 40-Hour Wages 
Calculator. Price 42/-. L. C. Publishing Co., 
P.O. Box 243, Manly, N.S.W. 


RETIRED BANK MANAGER, Caulfield 
area, has time available to assist accountant. 
Phone LF 6910 (Melbourne). 
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ACCOUNTANTS 


Price, Waterhouse & Co., chartered account- 
ants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability for 
appointments to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants, preferably with profes- 
sional experience, and possessing the personal 
qualities which fit them to take responsibility 
and work with a minimum of supervision. 
Appointments will be made to the audit staff 
in the first instance, but opportunities exist for 
transfers to specialist departments from time to 
time. 

Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff,” 
Price, Waterhouse & Co., in any of the above 
Cities. 


PRACTICE FOR SALE — Large office, low 
rent, prominent position, Sydney suburb. Fees 
exceed £600 p.a. Furniture and fittings £90. 
Phones. Full price £400. Reply Box 2993, 
G.P.O., Sydney. 


ASSOCIATE — Regd. Pub. Acct. (N.S.W.), 
Lic. Com. Aud. (Vic.), will be available early 
next year to accept position with firm as 
branch nmeanager or otherwise in country — 
Queensland preferred. Experienced in rural 
accounting and taxation. Single. Reply to No. 
837, C/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


SMALL PRACTICE or group of clients re- 
quired metropolitan area, Perth. Reply No. 
838, C/- Australian Society of Accountants, 
8 Esplanade, Perth. 


ASSOCIATE, A.C.LS., seeks position in 
Northern Queensland (Townsville or Cairns 
area) for approximately six months from 
April 1962. Able to fill position as acting 
secretary-accountant or assist practitioner. 
Reply No. 839, C/- Australian Society of Ac- 
countants, 22 Grenfell Street, Adelaide. 


ASSOCIATE desires to assist other prac- 
titioners with accounting and taxation work 
part-time. R. E. Ramsay, Phone MU 8964 
(Melbourne). 


YOUNG ACCOUNTANT required for 
small public accountant’s office in Sydney, 
need not be qualified, must be trustworthy and 
reliable. View partnership after suitable trial 
period and qualification. Reply Box No. 847, 
C/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


OFFICE FACILITIES AVAILABLE — 
Accountants have office facilities available for 
an accountant with small practice. Own office, 
with message and typing service if required. 
Modern building, select position, Collins 
Street, Melbourne. Telephone 63 3287. 
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STUDENTS — Vacancies exist for students 
to join Study Groups (8 members) in all sub- 
jects. For particulars phone WL 3584 or 
write No. 845, C/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


FOR HIRE — short or long terms, Reming- 
ton bookkeeping machines. Preselection Equip- 
ment (Sales) Pty. Ltd., 231 Oxford Street, 
Taylor Square, Sydney. FA 6616 


FOR IMMEDIATE SALE — One 
strand automatic-electric ledger posting 
machine; also two Remington 124D  semi- 
electric and one Remington 84D fully electric 
numerical register bookkeeping machines, all 


Sund- 


under service. Contact Mr. Lambert, C/o 
Keith S. Hall, 32 City Road, Sydney — 
MA 6741. 

SEARCHES, lodging and all other matters 


at Companies and Business-name branches at- 
tended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and As- 
sistant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Telephone 67 3861. 

ACCOUNTING MACHINES — One Rem- 
ington £150, two Mercedes £300, £200; 
available for sale. Good working order. Ring 
Brisbane 5 4626. 





Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK"”, MELB. 


Eric R. Jeffery & Son 


Members of 
The Stock Exchange of Melbourne 


STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, C.! 


Telephone: 67-9171 
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Wills, ete. 


Quick, Accurate, 
Copies of Charts, 
Forms, Contracts, 
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HRYSLER 


AIRTEMP 
AIR CONDITIONING 


An investment that €& arn th way 


IN PROFESSIONAL ROOMS AND OFFICES 
HOSPITALS AND INSTITUTIONS 









The 
building 
doesn’t exist 


that can’t be 

air conditioned 
with >. 
Chrysler 
Airtemp 


Install Chrysler (refrigerated) air 
conditioning and work the year-rou’.d 
in an atmosphere of clean, filtered 
spring-like air free of energy sapping 
humidity. 

Work becomes more pleasurable for 
professional men. In Hospitals and 
Institutions especially, Chrysler air 
conditioning earns its way over and 
over again. Staff becomes more 
attentive and the dust-free balanced 
temperature provides maximum 
opportunity to assist patients to 
recover quickly. 


There’s a low cost Chrysler unit for 
every type of installation. Arrange with 
your State distributor for a free survey 
now! 


1 h.p., 14 h.p., 1¢ h.p. Room Air 

Conditioners. 5 ‘and 3 h.p. Waterless | 

Multi-room Units. 5 and 8 Bh. p. Water 

Cooled Packaged Units. 30 to 125 h.p. @’LD.: Auseral Air Conditioning Co., 

Central Station Units. 90.8.0: = > oy yt Yay Brisbane. 
"210 Silverwater Rd., Lidcombe. 


CHRYSLER AUSTRALIA ALT: AC Sateen oe ey 


L i] M | TED Vic.: Dunn Air Conditioning Pty. Ltd., 
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the Australian Society «i Accountants. 47-51 Parramatta Rd., Concord, Sydney UL 0251 
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A Typewriter that serves as an 
Accounting Machine 


Imperial 


DUAL-FEED TYPEWRITERS 





The Imperial Dual Feed system has been 
designed with two entirely separate feeds, 
allowing for permanently positioned backin 
sheet on which are recorded the entries ty 
through cheques and receipts. It is also most 
adaptuble to the typing of council rate notices 
and share registers. 
It is the answer to laborious, error-prone hand 
posting. and is particularly applicable to 
imesses where a full accounting machine 
system is not justified. 
“Off-duty” the Imperial can be used for 


— ffice typing. 
rite or phone for further information and/er 
a short trial, without obligation, today .. . 


GEO. RAITT & CO. PTY. LTD. 
18 McKiliep Street, Melbourne. Phone 67 7051 (6 lines) 
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SPICERS 
TUDOR press seal 


< TUDOR 
press seal 


ENVELOPES 
STATIONERY BUYERS! 


For the first time ever . 
New TUDOR PRESS-SEAL 11b ENVELOPES 


seal without licking ! 








The new TUDOR PRESS-SEAL 11b commercial envelope seals instantly, per- 
manently, at a touch. No moistening . . . just press flap to back and PRESTO! 

. it seals! This development leads the way to revolutionary and inevitable 
changes in envelope design and manufacture. 


LONGER STORAGE LIFE 


Rigorous tests conducted in extreme conditions by leading 
resulted in their reporting ... “We consider that these envelopes have a much 


hi h Set. 








better storage life than aornal @ envelopes.” With TUDOR PRESS-SEAL 
envelopes, exclusive to Spicers, you ‘Il notice the difference in increased office 
efficiency. 


Ask your printer about PRESS-SEAL envelopes or send this coupon to Spicers 
branch in your State. 


NO sth ie Seal it es ent Sent sets mw gl 


| Please send me samples of PRESS-SEAL envelopes. | 


My usval printer is : oats sinaah a 


AA/PS 


ies giew dinun shite neem enum enten. Guth: Gee cence. Ge Gas eam et.cene 


SPICERS =~--- "~~" 
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Cut your Copying Costs with 
Versatile 
















Economical 


DALCOPY 


Check these Features . . . 


@ One sheet of Dalcopy paper for positive and 
negative. 


@ Negative produces unlimited positives 
@ Negatives are readable and permanent. 


@ Copies single or double sided transparent, trans- 
lucent or opaque originals. 





e 


@ Copies everything, ballpoint, pencil, etc., regardless Intercop BC3 Combined Flat Bed Printer 
of colour. and Developing Unit 

@ Has wide exposure tolerance — reducing waste With automatic timing and having 

® Gives high contrast BLACK on WHITE. capacity for sheets 19° x 13”, this ma- 


chine is especially suitable for direct 
copying from books or magazines. 





Yb hel Enthusiastic users call these readable negatives “readable blacks”, 
a name which is going to be a household word in document re: 
Dalicopy production. This “readable black” allows enormous savings, since, 


Paper 


on an average, one sided letters makeup about 80 per cent. of 
your correspondence. 


Dalcopy is the only system known by which you can make a true 
cAin photocopy from a one-sided origina! (as are most letters) using but 

s one sheet of paper. This saves you 50 per cent. on material, time 
do and labour. 






anything 
Ring now for an obligation fr=2 demonstration 
in your office — using your documents . . . 


OZAPAPER LIMITED 


NATIONAL LEADERS IN THE REPRODUCTION INDUSTRY 















EDWARD & MOLLER STREETS, 375 LONSDALE STREET, 89 RAILWAY PARADE, 233 WAYMOUTH STREET, 
EAST OAKLEIGH, MELBOURNE, C.1., MARRICKVILLE, ADELAIDE, 
VICTORIA VICTORIA N.S.W. S.A 
569-0554 67-5744, 67-5745 LA 6178-9, LA 4848 LA 6209, LA 2251 
Agents at — BRISBANE — PERTH — HOBART — LAUNCESTON — DEVONPORT — NEWCASTLE 
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How do you do business now? 


This ledger was destroyed by a 
fire in only a few minutes. 

(It wasn’t even a very big fire.) 

Ledgers like this are “protected,” 
too. By steel cabinets that absorb 
all the heat and act like incinerators. 


records intact for an hour when the 
outside temperature is 1700° F. 
Safe-Files have even crashed 
through flaming floors; everything 
inside stayed uncharred 
Does it make sense to keep all the 


records you can’t replace in 
Remington Safe-Files? 


Obviously 


Here’s the alternative: The 
Remington Safe-File 60 insulated 
filing cabinet. It will keep your 


Flemington Ftand -Whartres 


HOBART 
2 2886 


ADELAIDE 
W 4631 


MELBOURNE BRISBANE 
69 0660 5 4651 


SYDNEY 
2 0925 


CHI83! 
ranean 
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